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PEEFACE 


Where important authoiities are ij^uoted m the suc- 
ceeding pages I have usually given references It 
may, howevei, be well to explain that the figuies 
lelating to the income, expenditure, and debt of the 
Hfeigdom, as well as many of the historical facts 
lelatmg to the national finances, are for the most 
part taken from two Parhamentary Eeturns The 
most important of these contams a return relatmg to 
public income and expenditure of the United King- 
dom from the Eevolution down to 1868, and is 
quoted by me as the Parhamentary Eeturns of 1869 
It contains the only authoritative condensation of 
the facts and figures relating to that period, and is 
a mine of valuable and fairly well-arranged mforma- 
tion The other is a similar return of the National 
Debt from its mstitution down to 1858, and is 
quoted as the Eetuins of 1858 



It may, perhaps, be well to add that I have been 
able to give only the meiest outline of our earber 
financial Inatoiy Space and time alike prevented 
me from domg moie, and the most important period 
of our histoiy, financial or otbei, is, after all, the 
present 
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CHAPTER I 

INTRODUCTORY NOTES ON THE REVENUE OE ENGLAND 
PRIOR TO THE REVOLUTION OE 1688 

“ I ESTIMATE the revenue at £83,000,000, and the 
esyjpnditure at £83,600,000 for the coming year” 
Thus the Chancellors of the English Exchequer usually 
sum up their annual renew of the resources and ha 
bihties of the nation The words run glibly off the 
tongue and are easily read, but who amongst us com- 
prehends their meaning, who is there that takes the 
pains to follow and to understand the details of om 
imperial finances, even when these are expounded by a 
financier of the genius and eloquence of Mr Gladstone 9 
Not one man m ten thousand To most people the 
finances of the country aie as a sealed book They 
have no idea of a definite kmd how the money is spent, 
and, beyond their individual experience, almost as little 
how it is raised Wlien a penny is taken oft oi imposed 
on the income tax, each one understands that he has less 
or more to pay , but the workmg of our customs and 
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excise, the effect of certain taxes on industry and trade, 
and the meaning for the people at large of the abstrac- 
tion of so much of their resources year by year, few 
seek to giasp In many respects this is not to be 
wondered at, foi the people are not educated m financial 
subjects Some indeed appeal to be educated to despise 
them, and consider ignorance of the details of budgets, 
of trade movements, of the distribution of wealth, and 
so forth, marks of polite culture Amongst the masses, 
again, the range of view is often narrow of sheer 
necessity "What, for example, strikes them in looking 
at the national outlay is not the great outgoings for 
naval and mihtary purposes, but the extiavagauce, as it 
seems to them, of the royal allowances, and the lavish- 
ness of the pension list So to, in studying the figures 
of income, the very magmtude of the totals is a source 
of bewilderment, and complaint is much more &eqjj^nt 
about the comparatively small direct imposts than 
about the huge totals of customs and excise It is 
indeed hard for any mind to grasp the force and 
significance of a million of money Illustrate it how 
we may, the figure is too gieat for compiehension 
If we say that a million sterling would provide a 
dinner, at a shilling a head, for the entire population of 
the United Kingdom above the age of ten, aie we any 
nearer a comprehension of what this million means ? 
Not a whit Nor, save by way of traomg the effects of 
taxation m particular directions on the wellbemg of 
the people generally, is there ever much chance of 
nriivmg at any clear idea of what our revenue unplies • 
But the subject is none the less one of piofound mterest 
and unpoitanee Every year as we see taxes increase 
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in yield or in weight, and the spending departments 
apparently increase in e-Ktravagance, it becomes more and 
more necessary that every citizen should know and com- 
piehend the principles that govern modem tax-gathering, 
and the results of this oi that policy m regard to the 
revenue There are many ways of raising national 
income, and the burden of taxation is not always pro- 
portionate to the amount raised Taxes, m wise hands, 
may be so adjusted as to be comparatively easy to bear, 
or they may, when recklessly imposed, do mstant and 
irreparable miscluef 

There should be no need, then, for mo to uige upon 
readers the duty of acquamting themselves with the 
finances of the nation No intelligent citizen can dis- 
regard these finances at any tune, least of all should he 
do so when taxes are lightening The fashion now is 
tCi,^iyout when taxes are made heavier to bear, and to 
leave our ruleis to do as they please, so long as they 
impose no new burdens, and because this is the fashion 
mischief constantly arises An aJmmistration comes in 
to leap the frmts of its predecessor’s economy, and its 
successor has m its turn to bear the obloquy of collect- 
ing the errors and paying the bills produced by a 
neglected admimstration left free to indulge m extrava- 
gance The nation periodically goes to sleep, and wakes 
only to find things wrong, and another huge bill to pay 
These things should not be 

It IS, however, difficult to excite general interest m a 
subject so universally pronounced dry and unmteresting, 
and I confess to some misgivmgs as to the result of my 
present effort If the reader could but be persuaded 
that finance is not unmteresting, that wrapped up m 
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its figures there lie the social history, the records of the 
pi ogress and development, nay, the very life-struggles of 
the people, he might come to see that the most inter- 
esting side of history ivas after all the financial side 
I cannot hope, perhaps, to convince many that this is 
the case, hut if I fad, the fault is in me, not, he assured, 
in my theme 

The modem system of taxation is so refined that 
those most familiar with it are apt to foiget how much 
its present form is duo to our past histoiy Most of 
our modern taxes, however, have their tap-root m the 
long-forgotten past, and the general prmciples of our 
taxation have been determined not merely by the 
circumstances of the population, but by the bent, the 
priydeges, and the unchecked control of the classes who 
have lulod the country 

In the earhei period of our histoiy, when En^and 
was under the sway of the Norman and Plantagenet 
kmgs, the bulk of the mcome of the State came from 
Crown lands and from the feudal rights claimed by the 
kings over their subjects Undei the feudal tenures 
! which still m a foim subsist in England there was no 
such thmg as absolute ownership of land Neither was 
there common property in the soil The kmg as 
supreme head of the State usurped what, m other lands, 
might have been the privdeges of a class or the rights 
I of the whole people The barons and great landholders 
'were, m a real sense, therefore, his tenants, and he 
‘ exacted fiom them feudal mditary service, or money 
payments — socage — ^m lieu thereof , he imposed fines on 
successions, for the feudal tenure was not origmally 
hereditary , assumed wardships of minors , escheated or 
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forfeited the estates of subjects who displeased him, and 
in many ways did with his nobles much what an Enghsb 
landlord of feudal ideas does with his farmeis in the 
present day In this maimer the Crown obtained no 
mean revenue WJliam the Conqueror himself contrived 
to lay hold of more than fourteen hundred manors, and 
his total income outside his profits from the feudal pre- 
rogatives, and merely fiom his exactions and oppressions, 
as well as from his manors and from the “ Danegelt ” or 
land tribute, originally imposed by the Danish con- 
querors of England, has been reckoned equal to some 
£10,000,000 of modern currency, exclusive of the 
feudal army provided for him at his barons’ expense 
That may be only a fanciful estimate No one can say, 
foi the then value of the pound of silver cannot now 
be accurately estimated , but theie can be no doubt that 
hisjncbme was very large, and had his successors been 
as prudent and thrifty as he the hbeities of England 
might never have been developed 

Happily for us, though not for those who boie the 
burden, the kings of England have never been dis- 
tmgmshed for thrift, but geuerally for somethmg vaiy 
much the i averse Either from peisonal folly, from the 
greed and ambition of favourites, or from the gnawing 
of msatiable ambition, they have, with few exceptions, 
been wasters of their substance , and very early in the 
times immediately succeeding Wilham I had to come to 
their people for help At first they imposed taxes of 
their own motion, but these soon became so grievous to 
be borne that the landholders, as being then almost the 
sole class possessed of wealth, asserted their rights to be 
consulted Kin g John brought thmgs to a crisis by his 
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exactions, and to his supieme folly and wickedness we 
owe the first great charter of our hbeities Hencefoith 
it became difficult for the longs to impose taxes upon 
the people without the sanction of Paihament The 
wais of his next successor but one, Edward I , were the 
means of conaohdating this great reform That power- 
ful monarch, who was strong enough to defy the Pope 
and to place the English Church outside the pale of the 
law untd it consented to tax itself for the benefit of the 
State, was not able to resist his subjects when they 
demanded protection from extortions, and m the twenty- 
second year of his reign (1294) the famous addendum to 
the Magna Oharta, the statute de tallagio non concedendo — 
was enacted, by which henceforth no lung of En gland 
could impose taxes on his people sare and except by the 
consent and approbation of the loughts, burgesses, and 
citizens m Parliament assembled Henceforth* kpgs 
might struggle against the people, but never for any 
length of time could they prevail Charles I , in 
attemptmg to revert to absolutism, and to tax and 
govern without the aid and consent of Parliament, lost 
his crown and his head 

Thus was the first and most important security for 
popular liberty obtained early in our national history 
It was long, however, eie the range of that liberty 
became wide enough to embrace any but a fraction of 
the people, and the history of our taxation is, m some 
respects, the best mdex we have to the spread of that 
liberty outwards and downwards At fiist, also, and 
for several centuries, the methods of taxation were 
crude and nanow as the people’s ideas oi the range 
of them wealth, and up to a comparatively recent date 
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the assumption was that the Crown ought to live, m a 
manner, on its own resources The taxes voted were 
“ aids ” and “ subsidies,” somethmg to help the long to 
eke out his income, as it were Systematic taxation as 
a right — nay, as a duty owed by the citizen to the State — 
was an idea entertained with the utmost reluctance 
The first regular “subsidy” was. Sir John Sinclair says 
m his Htstoiy of the Mevenue, granted in the reign ot 
Eiehard II The object of this tax was to save the poor 
and to lay the prmcipal burden of government upon the 
iich It was levied partly by poll, and paitly by a tax 
upon income The dukes of Lancaster and Biittany 
paid ten maiks each, eveiy earl was charged foui pounds, 
every baron forty shilhngs, etc But the gieat body of the 
people — merchants, aitificeis, and husbandmen — were 
assessed a greater or lesser sum, accordmg to the \ alue of 
them estates This sj'stem, however, he adds, “ was too 
favourable to the indigent to be relished by the wealthier 
pait of the community” So a heavy poll tax was 
levied, the first one imposed havmg been gathered in 
four years before It had been but 4d per head for 
every male and female above the age of sixteen — ^nobles, 
etc, paying at a higher late, but this new tax of 
Eichaid’s was 12d per head for every person above fifteen 
years of age No peison, however, was to be taxed 
more than a pound for himself and family This “ new 
and strange subsidy,” as it was called, led to the formid- 
able rebelhou, headed by Wat Tyler and others, which 
thieatened at one tune to swamp monaichy, nobles, and 
aU But Walwoith, the Mayor of London, slew “the 
Tyler” and delivered the nation How great the dehvei- 
ance was felt to be may be measmed by tbe fact that 
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the dagger and bloody band to this day borne on the 
escutcheon of the city was added thereto in memory of 
this great deed 

Poll taxes were always unpopular, but we may dis- 
cover in them the far-away beginnings of the modern 
income-tax, just as we see in the “ tonnage and poundage 
duties,” which weie levied from a veiy eaily date — at 
least as early as the leign of Ricliaid the Lion hearted , 
although the legislative sanction foi these “ customs ” and 
“ customary dues ” cannot be traced beyond the reign of 
Edward I, the beginmng of oui modern Customs 
Perhaps the most ancient of these duties were those on 
wool and leather, which seem to have been export 
duties. But there was also an import duty anciently of 
one shilhng in the pound, or five per cent, on wme, 
called the “tonnage,” and an ad valmem one on all kinds 
of goods, called a “ poundage ” Levied at fiist lnoj,tly 
and most heavily on foreigners, these were in 1373 
imposed mdifferently upon all the king’s subjects, and 
became the subsidy of tonnage and poundage, which it 
was customary to grant to the long, sometimes for hfe, 
sometimes for a term of years, sometimes for a specific pur- 
pose In later times the appellation “ subsidy " appears 
to have been applied to a whole group of taxes, but the 
subsidy of tonnage and poundage was a thing by itself 
Charles II was granted this subsidy for life just after 
the Restoration In early times, and down to 1671, it 
was farmed out for an annual rent, and occasionally it 
was assigned to creditors of the king The smallness 
of the foreign trade in those early times may be judged 
by the fact that m 1329 the customs were farmed foi 
£6260 per annum, or £20 a day, Sundays excepted 
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In 1400 the rent -was £8000 per annum, and aa late 
as the middle of the seventeenth century the yield of 
these taxes had risen only to about £500,000, and this, 
for the period, gieat revenue arose to a considerable 
extent from the great increase in the foreign trade and 
wealth of the country arising from the mdustnes 
brought here by the earher immigrations of Huguenots 
At the accession of James I in 1603, when the popula- 
tion of England and Wales was, according to the best 
estimates, supposed to be about 4,800,000,^ the yield 
was but £127,000 It is therefore obvious that, 
making allowance for the higher purchasing power of the 
pound in those days, such an addition to the revenues 
of the State was often an insnflScient supplement to 
the ordinary revenues of the Crown The wars and 
extravagances of kings were evei leading them into 
great expense, and “ subsidies ” and “ aids ” of various 
kinds were constantly sought by and granted to them 
Sometimes, too, they evaded the control of Parliament 
by borrowing from their rich subjects As these loans 
were seldom repaid, they were called “ benevolences,” 
or gifts They ceased aa such m Biohard Ill’s day 
Owing to the fact that the wealth of the country 
was nearly wholly agricultural, the extra taxes were for 
the most part laid upon agricultural products “ Tenths ” 
or “fifteenths” of the money proceeds, or at times 
directly of the products of the soil, were granted to the 

1 It must Jways tie lemembered that we have no census of the 
population of' Gieat Britam previous to 1801, and none of Ireland 
before 1813 AH figures of times antecedent to these dates are 
therefore mere guesses Those I give are taVen from the coinputa 
tioiis of Ml Eiolunan, picflxed to the census returns of 1811, 
and quoted m Porter’s Frogiesaqfthe Nation 
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king, to “ aid ” him m his wars or otherwise, down to 
the days of the first Stuart The tenth sheaf of com, 
the tenth lamb, or the tenth fleece, might thus he granted 
either instead of or sometimes m addition to the ordi- 
nary “subsidy” of a “tenth” or “fifteenth” of the 
whole of the products of the year A mainstay of the 
revenue thus continued for a very long tmie to he taxes 
upon, or a rent from, land in one shape oi other 

In spite of sales, gifts, and alienations, the Crown 
property remained very valuable down to a late period 
in oui history Out of a total revenue of only about 
£460,000, James I, for example, obtained £180,000 
from the dues upon feudal tenures, and the rents of 
the Clown lands, let much below their value, were 
£32,000 They rose to £80,000, and might have 
remained one of the most valuable possessions of the 
State had James and his successors not sold and*gifted 
away the land so freely That shiftless monaioh him- 
self disposed of estates to an extent that brought him 
£775,000, in spite of the efforts made by his subjects 
to prevent such wasteful ahenation In this he but 
imitated his predecessors , but the greatest havoc 
amongst the Crown property was made during the 
Commonwealth, when nearly all the landed estates 
were sold. Them rent was then. Sir John Sinclam 
estimates, £120,000 a year, and they were sold for 
ten years’ purchase Certain forests and houses were 
also disposed of, and altogether £1,850,000 was raised 
by the Lord Protector in this fashion These sales 
were declared void at the Eestoration, but the Crown, 
and the nation through the Crown, never got back all 
the property At that time the gross revenue of these 
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lands was estimated at £263,598 , but Charles IT soon 
followed his anoestois’ example, and ahenated anew 
He did worse than that , or rathei the Parhament m 
his day did worse It, by a majority of two only, 
divested the landed gentry of all their feudal obliga- 
tions to the Crown without touchmg their privileges, 
and, as compensation to the State, imposed an excise 
duty upon beer, spirits, wme, tobacco, and numerous 
other articles, calculated to produce from £200,000 to 
£300,000 a year, of which one moiety, called the here- 
ditary excise, was settled on the Croivn The revenue 
lost to the nation from the abohtion of these feudal 
payments was then, it is said, only about £100,000 a 
year, although that was probably far below their true 
value , but the sudden sweeping away of these Crown 
rights meant much more than the mere loss of that 
moijey* It marked the dawn of our modem system of 
mdirect taxation, and the emancipation of the ans- 
tociacy from special buidens on land thus accomphshed 
helped to altei the whole current of our later fiscal 
history 

The revenue granted to Charles 11 was estimated at 
£1,200,000 a year, but did not actually amount to 
much moie than £1,000,000 Some of it was granted 
for his life , a tax of hearth-money — two shiUmgs foi 
every hearth in aU houses paymg to church and poor — 
was granted to him and to his successors, and the excise 
was made hereditary He himself bestowed the net 
revenue of the post-office — an mstitution existing m 
geim from an ancient date, but practically set on foot by 
his father — on his brother James, Duke of York and 
his hens , and when the duke m turn became king he 
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converted tins grant into a hereditaiy appanage of the 
Crown When Janies II fled the kingdom this souice 
of income was brmgmg him £65,000 a year Three 
different poll taxes were granted in Charles II ’s day 
One m particular calculated to yield £400,000 was given 
to provide means for disbanding his army It only 
produced £262,000 As this long was spendthrift and 
needy, the devices tried for raising money m his time 
were numerous, but they are mostly of antiquarian 
mterest We may, however, note that the last “subsidy ” 
other than the “customary” duties or old “subsidy” 
of tonnage and poundage, which contmued pait of the 
customs revenue down to 1787, was raised m his reign, 
and that stamp duties were first imposed m 1671 
Various land taxes or assessments wore also made, and 
bankers, then coming to prommenoe, were taxed 
Altogether it is calculated that m one way or another 
this long received and spent about £44,000,000 m the 
course of his reign, includmg his pension from France 
and his robbery of £1,328,000 from the goldsmiths, a 
robbeiy which ultimately helped to lay the foundation of 
our present national debt In his reign the clergy ceased 
to tax themselves m convocation as they had formerly 
done, and became merged as taxpayers among the 
general body of citizens Owmg to the kmg’s dishonesty 
the germ of another change also became visible at this 
time Paihament distrusted his spirit of reckless lavish- 
ness so much that they earmarked their grants in aid 
for special objects , but unfortunately neithei then nor 
for many a long day afterwards was provision made 
for seemg that the earmarkmg or appropriation clauses 
of the Act giantmg supplies were adhered to 
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We need not dwell fuither upon this part of our 
subject Enough has been said to indicate the leading 
sources of the ancient revenues of the Crown and to 
estabhsh the identity of some of them m kind with the 
revenues of to-day Little or no interest attaches to the 
short reign of James II Parhament granted him a 
revenue of moie than £2,000,000 a year, the largest 
ever, tiU then, granted by Parhament to any English 
monarch, and the fact that it did so may be taken rather 
as a sign of the rapidly-mcreasmg wealth of the country 
and of improved modes of raismg mcome than as a mere 
mdication of thoughtless profusion At the accession of 
his grandfather the revenue of the Crown was less than 
hah a nuUion, and in eighty-six years, civil strife not- 
withstandmg, it had quadiupled That fact is well 
worth notmg, but the chief mterest m our subject lies 
m yie*time which succeeded the expulsion of James II 
from his kmgdom 
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OHAPTEE n 

THE PROGRESS OP THE REVENUE AND DEBT EROM THE 
REVOLUTION OF 1688 TO THE END OF THE REIGN 
OF GEORGE II 

With the accession of the Stadtholcler of Holland and 
his wife to the throne of England begms the modem 
penod of oui financial histoiy Holdmg the ciown by 
a dubious title, William HI had at once to guard his 
possession and to try to keep the expense of guarding it 
horn bemg felt by his subjects, large masses of whom 
were disaffected One of the first things he did was to 
abohsh the tax of hearth-money, thereby suirendeimg 
£240,000 per annum at a time when the income of the 
State had sunk considerably below tho requirements of 
the Government Wdham had to defend his new king- 
dom and to enhst its forces in his wars with France, and 
the great expense he was thus put to compelled him, 
since he could not impose taxes, to borrow Othei 
Enghsh monarchs from the earliest date had done the 
hke, but m the long-run the State had been none the 
worse, for the credit of the nation had never been 
pledged as it came to be under the system of funchng 
introduced by Wilham’s ministers Foi the fiist time in 
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our kstory, m 1694, the item “Interest imd Management 
of the Puhhc Debt ” appears in the national accounts , 
but the debt had been growmg rapidly before then, and 
no wonder Annuities of £14 per annum for nmety- 
nine years were sold for as little as fifteen years’ pui chase 
Lotteries were established, and sometimes a lottery pre- 
mium was combmed with a short annuity granted on the 
most wasteful terms Some annmties, amountmg m all 
to £22,800, sold at a low price on one, two, or three 
lives m 1694, were costing the nation £8027 pei annum 
as late as 1782 Mainly to procure money for the 
Government, the Bank of England and the new East 
India Company were founded They together paid 
£3,200,000 for then charters, but received 8 per cent 
interest on the money The “tontine”^ plan of laismg 
money with reversion of benefits to the survivors of 
cer|aiif nominated lives was tiied, though with but small 
success In 1694, however, £1,000,000 was raised on 
annuities for sixteen years at £14 pei cent by way of 
lottery A gieat scaioity of com in 1696, caused in 
pait by the waste of wars and also by the recoinage of 
the oalled-in worn and clipped money then m progress, 
led to the first issue of exchequer hills. They were 
soon created for as small amounts as £5, but they were 
not at first successful Subsequently modified and made 
receivable as taxes, these bills passed mto considerable 
currency The amount of them entered as outatandmg 
in 1697 was £1,881,475 The bills bore mterest only 
while in the hands of the public, and when paid mto 
the Treasury had to be endorsed with the name of the 
payer and the date This plan gave rise to frauds on 
1 From the name of its inventor, Tonti, an Italian 
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tlie part of the Treasury officials, who, by means of false 
endorsements, pocketed large sums of puhhc money A 
Mr Dunoomhe was said to have made £400,000 by 
this process, and was condemned in the Commons to a 
fine of nearly half that amount, but was saved by the 
casting vote of the Duke of Leeds m the Lords Tbe 
duke and others were supposed to have been bribed 
Through one channel or another, by various devices, 
the debt of the State was steadily and rapidly m- 
01 eased during Wilham’s reign At his accession 
the net ordinary revenue of England was reputed to 
be about £1,600,000, and did not exceed £2,000,000, 
the population of England and Wales bemg computed 
at less than 6,774,000 In 1700, within twelve yeais 
that IS, the revenue had been increased to £4,343,787, 
the population having grown by some 330,000 Tins 
was by much the largest mcome that the country ^ad 
ever raised — except, perhaps, during the time of Crom- 
well’s piotectorate Yet this gieat augmentation in the 
puhhc resources did not sufilce to meet the wants of the 
iState, and the annual buiden of the debt interest soon 
grew to exceed the entire net revenue in the days of 
James II The fiist funded debt — the woid “fund” 
then implying the special taxes or “ funds ” set apart for 
meetmg the charge on the money borrowed, not as now 
the principal of that money itself— was the £1,200,000 
borrowed from the Bank of England. Then followed 
the East India Company’s loan of £2,000,000 In 1706 
the debt of Charles TI to the bankers and goldsmiths of 
London was compounded for, and £664,263 of it added 
to the funded debt at 6 per cent This forms part of 
our debt to this day By an Act passed m 1 697, “ taUies 
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of loan ” — the notched halved sticks by which, in those 
days and for long after, the Treasury raised money or 
emitted credits in anticipation of revenue — which were 
at a heavy discount, owing to the discredit of the 
Government, weie “ consolidated,” and assigned ceitam 
taxes or funds to pay them off The amount was 
£5,160,459 nommaL This, however, was hardly in 
its then shape an addition to the funded debt proper 
It is treated in the Parliamentary retiprns as part of 
the floating debt, which amounted in that year to 
£13,322,925 Ireland felt as severely as England the 
effects of the straggle between "Wilham and the Jacobites, 
and on many occasions the Irish revenue had to be 
supplemented by large remittances fiom England The 
average yearly income of Ii eland during William’s reign 
was £258,000 a year, but in 1692 the military expendi- 
tuie alone of the island reached £833,000, and the 
average mihtaiy expenditure exceeded the average 
moomo for the whole peiiod of the reign by £9000 
a year, leaving that much less than nothing for cml 
purposes Yet m William’s day began the fashion of 
quaiteiing flocks of king’s pensionaries on the Irish 
revenues At his death the pensions paid m Irehmd to 
Ills Huguenot followers who had settled there amounted 
to neaily £26,000 per annum 

The reign of Queen Anne was to the full as eventful 
as that of William III Marlborough’s wars dissipated 
the energies and resources of the country, and the 
pubhc credit sank to a very low ebb Floatmg obliga- 
tions, talhes, etc , to the amount of many millions, were 
selling in the maiket at a discount of 40 per cent. To 
the amount of £9,178,000, mcluding the navy debt 
O 
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of £5,663,000, they were bought up by what would 
nowadays be called a syndicate, and this syndicate 
got these miscellaneous debts conveited into peipctual 
stock beaiing 6 pei cent inteiest In addition, it got 
a charter as the South Sea Company, a name of evil 
omen and sinister memory This chartei conferred 
monopoly trading privileges in the western seas akin to 
those confeired on the new East India Company m the 
East From henceforth, for more than a century, the 
South Sea Company figuies along with the Bank of 
England and the East India Company as creditors of 
the British Government 

naturally the great additions made constantly to 
the national debt soon involved an increase of taxation 
Wdliam began by taking burdens off, but ere long his 
financiers had to exercise as much ingenuity in finding 
sources of revenue as m devising attractive baits for 
lenders Heavy additions were made to the custom 
duties, and excise duties on salt, on distilleries, and on 
malt, were fiist introduced in this reign, as well as 
sundry stamp duties on deeds, leases, etc , and on 
probates of wills Sinclair states that customs and 
excise together yielded net, and in almost ec^ual halves, 
no less than £26,946,000 in the thirteen years from 
the Eevolution to the accession of Anne William had 
likewise to impose a land-tax, for which a new, but 
very imperfect, assessment was made The adumbration 
of a land-tax that stdl forms pait of oui imperial 
revenue is to this day levied upon that valuation 
The tax yielded over £19,000,000 m the period of , 
which we speak, or a larger sum per annum than the 
country gets horn it now, because it has been partially 
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ledeemed To reconcde the landlords, an Act was, for 
the first time, passed in 1689, granting bounties on coin 
exported William III also levied poll taxes , but they 
were not very productive nor very stiictly collected 
For the year ended 29th September 1702, the year 
m which Anne succeeded to the throne, the net revenue 
of the Crown from all souices was £d,869,000, oi nioie 
than double the highest estimate of the revenue of 
James II Large as this was, it was exceeded by the 
expendituie The mad wai of the Spanish succession 
ivas just beginning, and Wilham at the time of his 
death had been busy eqmpping his army Foi a year 
01 two the expenses of this wai did not tell much on 
the national exchequer, and the revenue came in moie 
fieely, so that the deficits weie slight, but as Marl- 
borough drew more and moie to the front in the struggle, 
the deficits increased, and Sinclaii estimates that the 
amount borrowed durmg Anne’s reign neaily equalled 
the amount leceived fiom taxes In all, he says — and 
his figures are piobably very near the tiuth — the Gorerii- 
ment received £122,373,000 duiiiig the twelve years she 
sat on the thione, and of that large total £69,853,000 
was from loans According to the Parliamentary return 
of 1869, the first year of her leign saw the revenue 
increased by fully £600,000 At hei death in 1714, 
such had been the evil effects of Mailboiough’s campaign- 
ing, it had actually decreased, although in the interval 
taxation had been raised The highest amount received 
in any one yeai fiom taxation was £5,748,000 in 1712, 
hut the expenses of the State reached £15,000,000 
the previous year No wondei that at her deatli the 
total net debt of the State amounted to £35,923,000, 



20 


THE NATIONAL BUDGET 


[OHAP 


an increase of nearly £24,000,000 in about half as 
many years That debt cost the nation, in inteiest, 
annuities, and management, £3,034,000 per annum , of 
which neaily two and a half millions was for the 
funded debt This had grown, by the creation of 6, 5, 
and 4 per cent annuities and South Sea stock, to 
about £28,000,000 These figures, as also those of the 
revenue, are, it should be stated, uniformly for Great 
Britam, although the union of England and Scotland 
was not accomplished tdl 1707, Scotland, however, 
contributed but little to the gross revenue of Great 
Britain previous to the Union Its average income 
for the thiee years ended Michaelmas 1705 was but 
£109,000, and at the date of the Union its pubhc debt 
was but £160,000 

Some interesting and curious items figure in the 
accounts of Queen Anne’s reign, but we can mention 
only one Eor seven years, doivn to the year of ''the 
queen’s death, Marlborough’s “ house,” or “ palace,” as 
it soon was called, of Blenheim, at Woodstock, appeals in 
the national accounts for sums varying fiom £12,000 to 
£42,000, and reaching a total of £230,000, contributed 
to its building What with his pickings and stealmgs 
on army contracts, his percentages on soldiers’ pay, his 
large giants of money, and his perpetual pension, this 
great general was one of the costhest servants England 
ever had 

Ireland was rather less oppressed by mihtary charges 
m Anne’s reign than in that of her predecessor The 
revenue improved somewhat, its average for the twelve 
years preceding 26th December 1714 being £309,000, 
whereas the average charge for military purposes was 
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biouglit down to £245,000 Something wai thus left 
for the civil government, though not very much 

The thirteen years that George I sat upon the 
throne were comparatively uneventful There were 
no great wars to eat away the resources of the State , 
and the rising of the Jacobites, and the petty squabbles 
with Sweden and Spam, mto which the king’s Conti 
nental possessions led us, happily came to little Never- 
theless, such was the wasteful extravagance and corruption 
of pubho servants at that time that the entire revenue 
was not only eaten up, but the debt mcieased In this 
reign the disgraceful scandals of the South Sea Bubble 
came to a head, involvmg nobles and high Government 
officials, including the then Chancellor of the Exchequer, 
in obloquy and rum He, a Secretary of State, and the 
directors, were all imphoated m the fraudulent dealings, 
— iynounting to seven and a halt milhons, it is said — 
committed with the Company’s stock The South Sea 
Company never did any business in the South Seas, but 
was from first to last merely a creditoi of the Govern- 
ment, and a swindle In 1714 the Government owed 
it £10,000,000, on which it received 6 pei cent interest, 
and £8000 for management Two yeais later the m- 
terest was loweied to 6 per cent, and three years later 
stiU, in 1719, the Company took over the residue of 
some lottery annuities, raising thereby the amount of its 
stock, and of the Government debt under this head, to 
£11,747,000 The annuity payable by the State on 
this debt, mcluding £10,000 for management, came to 
£597,000 In the following yeai an Act was passed 
empowering the Company to consolidate the floating 
debts by allowmg the State creditors to subscribe them 
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into South Sea stock, oi, in the case of amimties, by 
then pui chase at a price agieed on The result of the 
tiansactioM founded on this Act was the conversion of 
redeemable and iriedeemahle annuities to the capital 
value of £36,065,000 into South Sea stock The total 
capital of the Company, foi which the State thus became 
responsible, was raised to £37,802,000 As £33,963,000 
of this boie Intel est at 6 pei cent, the annuity of the 
Company amounted to £1,861,114, including “manage- 
ment , ” but m a few years it was reduced to a uniform 
4 per cent For the piivilege of carrying out this tians- 
aotion the Ooiupany offered the Government a bonus of 
upivaids of £7,000,000, but the moneywas never paid, 
for the “bubble” soon buist In 1732 £4,000,000 of 
the South Sea stock was transferred to the Banlc of 
England, and became pait of its Government debt, 
which it IS to this day " ^ 

"We shall have to meet this cuiious product of the 
spiiit of gambling and Government necessity agam , but 
neither its affaus, nor that of the East India Company, 
with which the State had hkewise many transactions, 
aie of sufficient impoitance to demand detailed mention 
man oik like this The East India Company’s debt 
was not dealt with as soon as that of the South Sea 
Company, its loan of £3,200,000 to the Government 
standmg at 6 per cent till 1731, and the Bank of 
England contmiied to draw 6 per cent interest on 
£1,600,000 of its total advances, amounting, mcludmg 
the transferred South Sea stock, to £10,100,000, foi 
two years longer still, when the whole was brought 
down to 6 per cent 

The reign of George I was notable for the first 
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attempt to introduce a sinking fund, or wonder-working 
plan foi malang tlie debt pay itself off by tbe automatic 
operation of compound interest, which unhappily had 
no appieciable effect m reducing the capital of the debt 
outstanding Owing, howevei, to the reduction nude 
in the inteiest of the various extravagant permanent 
annuities that had been created in the two previous 
reigns, the buiden of the debt was a good deal lightened 
In 1721 the total debt, funded and floating, amounted 
to £54,400,000, and tho entue charges on it were 
£3,314,000 according to the letum of 1869, including 
the small Lish debt which fiist appears m the accounts 
of 1717 The Pailiamentary return of 1858, however, 
gives the debt charges as only £2,855,000 , but the 
discrepancy may aiise from sundiy discounts and allow- 
ances for management being included ui the latei and 
mo^e daboiate series of figuies, or it may be due to the 
dilleient dates coveicd by the accounts Whichever 
total we take, the fact is established that the debt 
burden was reduced beyond the reduction of the capi- 
tal due At Geoige I’s death the total debt was 
£62,600,000 The valuable Parliameutaiy return of 
1869 gives the charges as £2,783,000, and that of 1858 
as £2,361,000, a pioportionately greater reduction 
As I cannot quite clear up these discrepancies, I 
shall, save when exceptional circumstances cause me to 
do otheiwise, always quote tbe figuies of the 1858 le- 
tuin when deahng with debt statements alone When 
comparisons of revenue and expenditure aie made, it 
will he necessary to adhere to that of 1869 Substan- 
tially, I take it, both returns are right, only differently 
made up 
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■When George II became king, m 1727, the debt of 
Great Britain was a little over £60,000,000, the popu- 
lation of England and Wales being computed at about 
6,000,000, and, however reckoned, the annual cliaige 
upon it much exceeded the entire revenue of Gieat 
Britain previous to the Eevolution The country, how- 
ever, was prosperous, and its industries slowly develop- 
ing, so that the burden seems to have been borne without 
much difficulty 

Had the Govoinment of George II been prudent 
and economical, had we kept out of various Continental 
wais and busied oui selves with our oivn affairs, the 
debt might have been almost wiped out by 1760, the 
year of his death As it was, this king’s leign is notable 
for a greater mcrease of the debt than any of his imme- 
diate predecessors had ventured upon , Yet he began, 
in a manner, auspiciously The country was at peaCe from 
Ills accession till the outbreak of the “ Jenkins’s ear ” 
war with Spam in 1739, and dunng that time, in 
spite of corruption, bribery, the necessities of the lung’s 
foreign dommions, and the steadily swellmg pension list, 
the debt total was reduced until, when the war broke 
out, it was down to about £46,500,000, involving an 
annual charge of little more than £2,000,000 This 
reduction took place notwithstanding Walpole’s diver- 
sion of the “ sinking fund ” to purposes other than the 
payment of debt, Ins reduction of the land-tax once to 
one shilling m the pound, and the waste of £1,463,400 
m ten years on “ secret service ” — in other words, on 
corruption Sinclair blames this mmister, also, for 
neglecting to reduce the interest on the bulk of the 
debt from 4 to 8 per cent, at a time when the credit of 
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tlie State \^rould have permitted this to have been done 
with economy 

From 1739, however, the debt and expenditure of 
the country advanced with gieat rapidity Not content 
with fighting Spain, England, in 1742, took up the 
qnairel of Maria Theresa of Austria Parliament voted 
her a subsidy of half a million in that year, and five 
miUions for eqmppmg an army to cany on the war 
When peace was signed in 1748, the debt had risen to 
£77,500,000, and the gross charge upon it to £3,200,000, 
including the small Irish debt. The eight years of peace 
that followed did little to reduce this total, and when 
the Seven Years’ War broke out in 1756, four years 
before the kmg’s death, the debt immediately began 
again to grow At his death, its total was £1 02,000,000, 
and the annual charge upon it, aecordmg to the Pailia- 
menj^ry retuin of 1858, which always includes the 
lush debt, £3,676,000 

The cause of this enormous inciease in the capital of 
the debt, beyond that of its annual chaiges, was the 
system, which grew up m this reign to be habitual, of 
raismg all the capital needed at a low fixed rate of 
Intel est, no matter what the ciedit of the State might 
be Whatever might be the extravagances of the eaiher 
methods of obtaining money, they had at least this 
advantage, when permanent annuities weie in question, 
that the nation was usually pledged to pay back 
no moie capital than it had received Theie weie 
exceptions, but not many, and hence, when the ciedit 
of the State impioved, as it always did in time of peace, 
it became possible to leduce the rate of inteiest But 
when it became the habitual practice to borrow, norm- 
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nally at 3, 3|, or 4 per cent, no matter what the credit 
of the State might be, the inevitable result was a heavy 
and permanent increase in the liabilities of the State, 
over and above the actual cash it received In othei 
words, as the leal rate at which the State could borrow 
might he 5 01 6 pel cent, instead of 3 or 4, it followed 
that, when a 3 per cent stock was offered to the niaiket, 
it sold at a discount which lepresented the then tiue 
crecht of the country 

Tins plan had, however, one questionable advantage 
It made borrowing easy Piom its earliest beginnings 
the stock market has dearly loved a stock at a discount, 
for the facilities of making gambling piofits it affouls 
Thus, by sunendering to the lenders the reversionary 
mtercst, so to say, in the nation’s credit, these lenders 
were able, when that credit rose, to reap enormous 
profits by selhng their stock In this way the *oo^itry 
suffeied great and permanent loss, for we pay, to this 
day, foi the extravagant policy of the financial adviseis 
of George 11 and Ins successor But the usurers and 
stock-jobbers uere made the more eager lenders 

To tins 2 >oint, however, we shall also have to leturn 
Meantime, and before entering on the momentous reign 
of George III, I must briefly trace the progress of 
the ordinary revenue of the United Kingdom At 
the accession of George I the net revenue of Great 
Britain was little more than £5,600,000 Of this 
customs provided £1,686,000, and excise £2,303,000, 
os agamst hut £1,129,000 contnbiited by every de- 
scription of assessed tax, mdudmg the land-tax The 
post-ofiice then produced only £95,300, and stamps 
hut £142,000 The highest income the country 
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had ever enjoyed was that for the year ended 29th 
September 1717, when it leached £6,600,000 Gener- 
ally it hovered at about £6,000,000 during this king’s 
reign, but in 1726, the yeai before the lang’s death, the 
income fell to little more than £6,600,000, of which 
customs and evcise contiibuted £4,085,000, and land 
and assessed taxes, duties on personal estates, pensions, 
and offices, mcluding £4273 from a “ tax on Papists,” 
only £1,140,000 These, it must always be remem- 
bered, are the net figures, the gross buiden on the 
people being oonsideiably more, perhaps as much as 
another milhon 

A great inciease of revenue is also noticeable in the 
second year of Geoige II — all financial years then 
endmg on 29th September It rose to £6,740,00(1, 
but immediately fell off again, and thiough leraission 
of teycel, especially of the land-tax, sank in 1734 to 
less than £6,500,000 But the countiy was at peace 
and prospeinig, and the excise crept up in yield, almost 
year by year, until the outbreak of war threw the 
nation back, by draining it of men and money One 
cause, howevei, of the maintenance of the yield of both 
excise and customs was the lepeal of the Act passed in 
1729 for the total abolition, at Chiistmas the folloiving 
year, of all duties upon salt Walpole could not aftord 
to let both these and the land-tax go, so, to please the 
landowneis, he reduced the latter to one shillmg and 
reimposed the duties on salt, “by which the poor 
grievously suffered ” Certam exemptions, howevei, weie 
• granted, hghteuing somewhat this load 

Undei the stimulus of war necessities, taxes had to 
be reimposed and increased, and by 1749, thanks to 
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augmented customs receipts, and a larger income from 
land and assessed taxes, the net levenue reached 
^7,500,000 It fell away again in the succeedmg jears 
of peace , hut the outbreak of the Seven Years’ Wai in 
1757 at once brought renewed pressure, under stimulus 
of which the revenue for the yeai ended lOtli October 
1761 attamed the unprecedented total of £9,594,000 
On the army, navy, and ordnance services alone the 
expenditure that year was £16,000,000, and the total 
outgo, exclusive of the debt manipulations, but including 
interest on the debt, was upwaids of £21,000,000 
George II, it is stated by Sir John Sinclau, received 
from taxation and sources other than debt no less than 
£217,217,000 m the thirty-three years of his reign, or 
an average of nearly £6,600,000 per annum, by much 
the largest income ever enjoyed by any monarch of this 
realm Yet his ministers and he not only spent ^t all, 
but left the net debt of the nation £60,000,000 moie 
than they found it Roughly speaking, the net income 
of Great Britain was equal to about 20s per head of 
the computed population, and the debt reached about 
£14 per head at the close of this king's reign 

The Insh revenue rose during this period — i e during 
the reigns of the first two Georges — horn an aveiage of 
£309,000 per annum to an average of about £495,000 
At the death of George II in 1760 the lush debt was 
£281,538 The total military expendituie of the 
United Kingdom for that year, mcludmg £277,000 
spent out of Irish resources, was £13,700,000 In the 
year 1761 it was £16,600,000 On an average, Iieland' 
alone stdl spent, or was made to spiend, the bulk of hei 
revenue on the army , and from first to last the pen- 
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sions paid to Frenoli refugees m Ireland liad up to the 
26th March 1761 cost Ireland, or the English revenue 
thiough Iieland, nearly £600,000 This was altogether 
exclusive of the large subsidies paid to the Irish linen 
manufactures in which these French immigrants weie 
deeply interested In point of fact, Ireland was, durmg 
the whole of this time and for long after, a heavy burden 
upon the English Exchequer 
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OHAPTEE III 

THE FINANCIAL HISTOBT OF THE EEIGN OF GEORGE III 
DOWN TO THE CLOSE OF THE FRENCH REVOLU- 
TIONARY WARS 

To the thoughtful people of the latter half of last cen- 
tury the costly wars and extiavagances of the sovereigns 
and Governments of this country were the. cause of much 
alarm The gloomiest predictions weie uttered as to 
the fate about to oveitahe a nation loaded with debt 
as England was That within the space of seventy-five 
years the ordinary income of the State should have 
been quadrupled, and that a public debt should have 
been created equal in amount to nearly eleven years’ 
levenue, were considered facts of the most sinister land 
The annual burden of the debt itself was much more 
than the total revenue had been anterior to the Eevolu- 
tion ilor were the debt-biiiden and the wars that 
caused it all the mischief There was a steady increase 
ui every department of public expenditure The peace 
that came after each successive wax never saw the cost 
of the army and navy smk to where they stood beforet 
that wai began Even in times of peace Dutch Wdliam 
had to mamtam a costly army in ordei to hold dovni 
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the country, and his successors had either acquired new 
territory duiing then contests which had to he held by 
force of arms, or, from ambitious pi omp tings and the 
loT6 of being thought a great powei, found means to 
prevent the reduction of the forces The cost of the 
army and navy thus became, like the debt itself, an 
increasing dead weight upon the backs of the people 
The standing army was, indeed, as gieat a cuise to the 
nation as the debt , and the navy was not a whit behind, 
although, from our insular position, and from the spuit 
of the time, it was a much moie necessary force Save 
foi the foreign origin and sympathies of our monaichs, 
which led them to mil!; in every Continental breach, we 
needed but the merest skeleton of an army in times of 
peace A few figures will show how much this need 
came to be exceeded 

In HOI, the yeai before Wilham III jomed m the 
wai of the Spanish succession, the charges for the Eng- 
hsh aimy amounted to £442,000, and for the navy to 
£1,046,000 Including ordnance, the total cost of the 
mihtary and naval establishments was only £1,538,000 
Passing by the brief intervals of quiet visible between 
the close of this war in 1713 and the long peace of 
George I’s time, we may next select the year 1738, 
the yeai before a reckless war broke out with Spam 
Previous to that year there had been peace, or the next 
thing to peace, for mgh seventeen years All charges 
incident to old wars must therefoie have long ago been 
covered, and the true “ peace footmg ” reached m the 
. mditary semce nevertheless, the figures were these — 

army charges, £846,000, navy ditto,£819, 000, oi finance 
ditto, £116,000, total, £1,780,000 Thus, although the 
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navy charges had been reduced, the aimy cost double 
and the ordnance nearly triple the charges of the begin- 
ning of the century, and, the savings on the navy 
charges notwithstanding, the total peace cost of our 
forces had increased by nearly a quarter of a million pei 
annum These are, moreover, the most favourable figures 
presented by any of the years of peace at that time So, 
too, after the peace of Aix-la-Chapelle in 1748, a higher 
level of ordinary expenditure was again reached The 
nation, dragged into foreign disputes with which it had 
no business, and compeBed to uphold the lung’s foreign 
dominions, found its army and navy costmg, decade by 
decade, larger and larger sums of money The lowest 
year’s expenditure between 1748 and 175G, an interval 
of peace, was £2,122,000 in 1763, but m 1766, the 
year before the Seven Years’ War broke out, army, navy, 
and ordnance cost£3,391,000 , and tlmt total, together 
with the £2,7 31,000 representing the charges on the debt 
for that financial year, absorbed all hut about £800,000 
of the net revenue of (lieat Britain 

No wonder though the debt grew apace No wonder 
that the gloomiest views prevailed as to the futuie, that 
prudent and thoughtful men looked forward to national 
bankruptcy and social rum The world had never 
before seen a nation take to such a lavish course, and 
the load of debt that a whole people could take upon 
then shoulders had never yet been weighed We who 
come after — we who see not one nation, hut nearly all 
nations, cheeifnUy pdmg up burdens seemingly witliout 
limit, and to all appearance thinking nothing of the load . 
— ^we who can reckon up the hundreds of millions spent 
during the long reign of George III , are less roused at 



CIVIL AKD ROYAL EXPENDITURE 


33 


the -weight of our burdens than -v^ere the people m the 
middle of last century 

The cinl expenditure also tended to expand -with the 
rest, and deficits m that direction had frequently to 
be made good by grants from Parliament In those 
days the pensions bestowed on members of the royal 
family, and out of the royal bounty, weie mixed up 
with the Inng’s own salary, the cost of his household, 
the secret and special service moneys, salaries of minis- 
ters at foreign courts, mint expenses, Queen Anne’s 
bounty payments, and the miseellaneous outgoings of the 
ci-vil list During the reign of George II all these 
charges together averaged about £1,000,000 per annum 
Prom 1749 onwards theyneaily always exceeded the 
million In the previous leign the lauge of expendi- 
ture had been rather lower, and in Anne’s tune lower 
still • 

At the begmnmg of George Ill’s reign the cml 
hst was fixed at £800,000 per annum, but that sum 
was nearly always exceeded A fresh complication was 
like-wise mtroduced into the accounts by the new prac- 
tice which Parliament then adopted of requesting the 
Cro-wn to provide foi unestimated expenditure out of 
• the cr-vil hst moneys, under pledge of repayment in the 
year folloiving Including these irregular payments, the 
net civil list expenditure always, from 1762 onwards, 
exceeded a miUion a year, and very often came to a 
milhon and a half The gross expenditure was prob- 
ably a good deal more, but mitil 1801 the net in- 
, come and expendituie are alone obtainable Smclaii 
calculates that in the first twenty-eight years of this hmg’s 
reign the net civil hst expenses were about £26,000,000 , 
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but that la exclusive of so many important items that it 
may be considered to represent little more than the cost 
of the Court and its pensioners The net revenue for 
the first time exceeded ten millions in the financial year 
ended 10th October 1764 The Seven Years’ War was 
then over, and but for the huge debt and augmented 
military and naval charges, that income should have 
been more than ample for all purposes As it was, the 
debt charges of that financial year absorbed £4,887,000 
in Great Britam alone, and the military expenditme of 
every description, including foreign subsidies, £4,6 62,000 
As the total civil charges reached £1,137,000, there was 
a small deficit at the year’s end In the succeedmg 
yeais, however, there was a shght reduction in the 
prmcipal of the debt, partly tlirough the operations of 
surplus revenue, partly through refundmg Both the 
South Sea 4 per cent stock and the debt to the East 
India Company had been reduced to 3 per cent mil 75 7, 
a savmg of J per cent on £28,226,000 of capital, or 
£141,000 a year, and the 4 per cent annuities were 
gradually reduced from £27,224,000, at which they 
stood in 1763, to £18,986,000 m 1770, by creations 
of new 3 pei cent stock They stood at that figure tiU 
1777, when the enormous cost of the Ameiican War of 
Independence led to their mcrease, along with that of 
other denommations of the debt The short -sighted 
financiers of these days contmued to pursue the wasteful 
pohcy of raismg most of the loans at the nominally 
low rate of 3 per cent, no matter what the actual credit 
of the nation might be Not only was the prmcipal of . 
the debt much mcreased by this wasteful process, but 
aU chance of a reduction m the annual charges, when 
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the restored credit of the nation might permit it, was 
deliberately thrown away When the American War 
of Independence broke out in 1776 the capital of the 
funded debt of the United Kmgdom stood thus — 


Debt to tba Bank of England, at 3 per cent 
,, East India Company, at 3 pei cent 
,, South Sea Stock, at 3 per cent 
Annuities at 4 per cent 
„ at 3i per cent 
Reduced 3 per cent stock 
Consolidated 3 per cent stock 
Bank Annuities at 3 per cent 
lush debt at 4 pei tent 


£11,686,800 

4.200.000 
29,984,686 
18,986,300 

4.600.000 
18,353,774 
38,251,6961 

1,000,000 

799,754 


Total 


Upon this debt the total annual charge for that year 
was £4,486,000, a reduction in the charges of but 
£208,000 in eleven years The prmcipal of the debt 
was 1«BS by about £4,400,000, so little had these years 
of peace done for the dehveiance of the nation from its 
burdens When, in 1783, the miserable fratricidal war 
with our Amenoan colonies closed m, for us, shame and 
defeat, the catalogue of our debt stood as follows — 
Bank debt, East India debt, and South Sea Stock at 

3 per cent £41,871,486 

Annuities at 4 per cent 29,760,000 

Reduced 3 per cent stock 37,340,074 

Consolidated 3 per cent stock 101,401,696 


Carry forward £210,363,256 


^ This annuity was first created in 1761 to consolidate a 
variety of petty annuities, hence its name From this term also 
'comes the modern word “consols,” which is merely the abbrevia- 
tion of the longer word, and originally the slang term of the stock 
market 
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Biouglit forward £210,863,265 

3 per cent Bank annuities 1,000,000 

Debt to Bank of Iieland at 4 pei cent 563,846 

Inab 4 per cent annuities 866,246 


Total £212,773,347 


These two totals, howevei, represent the funded 
debt only The total habilities of the United Kingdom 
at this date, funded and unfunded, amounted to 
£231,844,000, and rose in 1785 to £246,686,000 
The floating debt iras £19,436,000 at the close of the 
war, as agamst £3,080,000 when it began 

Accoiding to these figures, theiefore, these eight years 
of strife cost this countrymnew debt aboiit£l 1 9,000,000, 
but as the money was laised chiefly by 3 per cent con- 
sohdated stock issued at a discount, the actual cash 
received was much less than this Owmg to the 
difficulty of ascertaining the exact discounts, ‘bonuses, 
lotteiy prizes, or whatever the allowance might be called, 
on the issue of any particular loan, I cannot say what 
the difference between the nominal and actual is in this 
case, but the probabihty is that it was not less than 30 
per cent, and it was not unhkely more 

Sii John Sinclair estimates that the American War 
cost altogether £139,171,000, ipcluding probably the 
cost of the shortei but most expensive Euiopean 
quarrels arismg more or less out of it , and as he puts 
the total cost of all the wars from the Eevolution to 
this date at but £386,000,000, it follows that this was 
by far the most costly strife England had ever indulged 
in In part this cost was oiving to the already men-* 
tioned increase m our mihtary and naval establishments, 
but the new and reckless mode of creatmg debt had 
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aometlimg also to do with, the rapid increase m the 
nation’s Labilities which these wars induced 

With all these wars, too, the nation on the whole 
continued to grow in wealth and prospeiity, save for 
brief intervals Those who loohed exclusively at home 
were ready always to predict the immediate rum of the 
country, owing to its excessive burdens But the tiuth 
was that these burdens were then, as they have been 
smce, to a considerable extent mortgages on new estates 
acquired by the nation The burden of the mortgages 
fell doubtless mostly on the wrong people, and often 
caused intense misery to the working classes , but the 
mortgages themselves represented extended foreign com- 
merce, new foreign possessions, and mcreased power of 
a land tending to wealth The American War was in 
some sort a sacrifice of advantages like these, it will be 
said ^ bht even that is doubtful, for while they were tied 
to us as colonies, and tied up as to their tiade, the 
American settlements did us little good, and cost us 
much money Their emancipation turned out a gain 
to us, therefore, m the end Still, there can be ho doubt 
that the loss of these colomes and the frightful burdens 
that our quarrel with them entailed were thmgs calcu- 
lated to weaken and degrade this country to a second 
or third rate power, and it is quite possible that but for 
our mcreasmg grasp of India, and the unprecedented 
gams drawn from our possessions there and our gradual 
supplanting of Spam and Portugal as the leading traders 
in other parts of the world, something hke the predicted 
rum might m time have overtaken ua 

As it was, the new gams in the end more than 
counterbalanced the old losses, if losses they were, and 
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year by year the wealth of the nation increased So 
Idcewise did the population, though slowly It was 
for Gieat Britain alone probably between nine and ten 
milhons in 1780 The revenue was £10,613,000 in 
1774, and £13,214,000 in 1784, an increase of neaily 
£3,000,000 It thus represented a net burden of from 
27s to 30s per head, but it is impossible to make com- 
parisons between then and now Not only are the 
figures of that date mdefimte in some directions, and of 
a different land i^ others — the revenufe being net in- 
stead of gross — but the wealth of the countiy was 
infimtely less diffused A seemingly low rate of taxa- 
tion compared with our standaid might thus, in leality, 
be extiemely heavy It may he noticed, however, that 
the incidence of taxation was all this tune being moio 
and more shifted from the shoulders of the governing 
class to those of the “dim common populatibn^’ — a 
proof alike of class legislation and of expanding wealth 
These could not otherwise have borne it The American 
War itself had its ongm, to no small o:^6nt, in an effort 
to extend this policy beyond seas Our lordly lulers 
reduced the land-tax m 1767 by about half a milhon per 
annum , and as part compensation, Charles Townshend, 
then Chancelloi of the Exchequer, wanted to raise some 
£40,000 by petty taxes on tea, glass, etc , imported into 
the American colomes A persistence m this policy by 
the Government cost it that magnificent territory , but at 
home it was more successful Without political powei, 
and abnost devoid of independence of spmt, the common 
people of England permitted themselves to be freely 
taxed, not merely for their share of the national charges, 
but for that of their superiors as well At the accession 
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of Geoige III the excise taxes of the United Kingdom 
yielded £4,816,403, and the customs £1,824,118, or 
together £6,040,621 , and the land and assessed taxes, 
and duties on pensions, offices, and personal estates, or 
taxes on the rich, yielded £2,386,066 For the year 
ended 10th October 1784, twenty-four years later, the 
excise revenue hadnsen to £6,139,312, and the customs 
to £3,025,630, while the land and other taxes remained 
nearly stationary at £2,460,145 The land tax itself 
never exceeded 4s m the £, and m two instances during 
the fii&t half of George Ill’s reign was fixed as low 
as Is In 1798, at a time when the country needed 
the utmost help the rich could give it to carry its 
enormous load of debt and administrative charges, this 
tax was fixed at 43 m perpetuity, aud on the valuation 
of Wdliam and Mary’s day Not only so, but elaborate 
provisions, under pretence of facihtating the payment of 
the national debt, were made for its redemption The 
quota payable by each county in England was fixed for 
ever, subject to these redemption privileges by which the 
actual payment per annum is now reduced to nearly 
£900,000 less than the tax pioduced at its first im- 
position This tax, m short, yields m our day but 
£1,076,000 pel annum, and some idea of the extent to 
which the wealthy land-holding class managed during 
the last century to lift from their own backs on to those 
of the people their share of the load wiU be gathered 
from the fact, that were a 4s tax raised from land on its 
present valuation it would yield from £17,000,000 to 
£20,000,000 per annum ^ 

We must, however, revert to the state of the revenue 
Vide The Financial Reform, Ahmnao for 1881, pp 160, 161 
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between the close of the first American wai and tlie 
wais with France and Spam, closed by the peace of 
VeisaiUes m 1783, and the outbreak of the long wars of 
the French Eevolution ten years later This peiiod is 
famous for a reason hardly to us, in these days, ci edible 
In 1786 Mr Pitt constituted his thaumatuigical sink- 
mg fund, by winch, as in the case of Walpole’s fund, 
the whole of the national debt was to be automati- 
cally wiped out The net revenue of that year was 
about £14,500,000, exclusive of the proceeds of two 
small lottery loans, and of £7,345,000 raised by issues 
of Exchequer bills £10,200,000 of this was produced 
by customs and excise Nearly the whole of that ten 
milhons was absorbed by the debt charges, and as the 
nuhtary and naval charges took £5,483,000, and the 
civd government £2,014,000, the result was a considei- 
able deficit Nevertheless, Mr Pitt, deluded' by the 
fanciful theories of a Dr Puce, who had gone mad about 
the magical influences of compound interest, so mad 
that he took to reckoning the value of the “ globes of 
gold” that would have been m hand in 1772 as the 
product of a penny put out at compound mterest at the 
buth of Jesus Christ, started a sinking fund to pay off 
the debt By the Act passed m that year, £1,000,000 
per annum was to be set aside to accumulate at com- 
pound interest for this purpose, and everybody thought 
the financial millenmum was in sight Mr Pitt himself 
was “ proud to flatter himself ” that his name would 
be “ inscribed on that firm column now about to be raised 
to national faith and national piosperity” AH alilce 
forgot that “compound mterest” does not grow by natme, 
like cabbages, that somebody has to pay the “ interest,” 
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and that if the nation had no surplus revenue it could 
pay neither interest nor principal Only by a propoi- 
tionate growth of taxation could the growing annual 
chaiges of this sinking fund bo met, yet it took 
upwards of forty years to bring our financial hghts to 
see this, and from first to last Dr Pi ice’s theories cost 
the country as much as a big war To carry out the 
“sinking fund” theory, as well as to meet current 
expenditure, new debt had each year to be created, and 
the Government at last merely borrowed with one hand 
what it paid with the other As it often bought in 
stock comparatively dear, and borrowed anew on most 
disadvantageous terms, the results may be imagmed 
Another product of this time was a monstious com 
law Always intent upon securing their own mterests, 
no matter at what cost to the people at large, the land- 
ownmg’and land-holding classes had from a veiy early 
periocl given much thought to regulatmg the iirioe of 
coin, to them the chief source of wealth The history 
of their efforts in this diiection, as also m the duection 
of philanthropically securing food foi the people, is full 
of interest and mstmction, but cannot be tiaced by me 
here I can only repeat the fact that from the tune 
of Wilham and Mary, who, taxmg the landlords, as they 
had then become, with the one hand, sought to con- 
ciliate them with the other, the exportation of corn was 
stimulated by bounties when the harvests were so abim- 
dant as to threaten too great a fall m prices, while import- 
ations on the other hand were checked by a variety of 
restrictions, all havmg m view the secunng of a good 
price for home-grown gram Owmg to good harvests, 
the “bounties" on exported com paid by the nation 
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between the years 1740 and 1751 amounted, M'Culloch 
says, to £1,515,000 , that bemg, of course, but their net 
amount Subsequent to that date the more rapid growth 
of oui population, and the wonderful expansion of oiu 
manufacturmg industries, tended more and more to tiun 
the balance the other way , and as prices kept pretty 
steady — ^the average pnce of the quarter of wheat havmg 
been, according to the records of Windsoi market, 
£2 11 for the ten years ended 1776, as against 
only £1 19 6| m the previous decade — ^restiictions 
on impoitations were so far withdrawn in 1773 that 
wheat was thenceforth to be admitted at a nommal duty 
of 6d per quarter when the pnce reached 48s No 
bounties on exportation were to be paid when the price 
reached 44s Improvements in agriculture, the con- 
tinued morease of population, and its rapidly-extending 
employment m manufacturmg mdustries, led uifiier this 
Act to the double result of a lesser average price of' corn, 
and an increased import The fact that a greatly- 
increased consumption brought no increased price dis- 
pleased the landlords, and they blamed the law of 1773 
Woiking on the popular dread of a dependence on 
foreign supphes of food, they got, with httle opposition, 
an Act passed m 1791, makmg 76s per quarter the limit 
at which com could he impoited on paymg 6d duty, 
imposmg a duty of 2s 6d per quarter when the prices 
ranged between 60s and 64s , and weUmgh piobibitmg 
importations altogether by a duty of 24s 3d per 
quarter when the pnce fell below 60s This law maiks 
the hegmnmg of a reactionary period, during which the 
population of this country endured miseries which m 
these days would brmg revolution upon us in a very 
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short space But for the diversion of the national 
spmt and life into the Tvars with France, -wlnoh lasted 
for the greater part of twenty-two years — from 1793 — 
this and succeeding corn laws might have brought 
revolution upon us then As it was, these wars diverted 
men’s thoughts to other channels, and to many brought 
marvellous wealth, or prospects of wealth The jieople 
at large suffered much , but even they had a kind of 
compensation m the vain thought of British “glory,” 
which our ultimately viotorious career inspired, and the 
load the much fighting and such laws as these laid upon 
them was carried with far lees impatience than any 
person, speculatmg beforehand on probabilities, would 
have thought possible 

Speaking generally, and notwithstanding the sinking 
fund magic, the years of peace which mtervened 
betweeft the colomal war and the wars of the revolu- 
tion were not turned to any good account in re- 
ducmg taxes and public burdens In spite of foohsh 
modes of taxation and much wastefulness, the revenue 
grew, but it was all spent, and more The net 
revenue of Great Bntam for the fiscal year 1784 was 
£13,214,000 , it rose next year to over fifteen and a half 
milhons, and two years later was almost sixteen and a 
half miUions For the first time in our history it 
amounted to £17,000,000 in the year 1790, and the 
following year was £18,600,000 It nevei again sank 
below that figure The net revenue of Ireland hkewise 
grew pretty steadily at this time, and amounted m 
1793 to £1,364,000, the average for the previous thirty 
years having been but about £850,000 These totals 
include the net proceeds of lottery loans, which were 
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issued year by year witb the utmost regulanty , hut the 
augmented figures were due solely to the growth of 
revenue One would have thought, then, that in times of 
prosperity and peace hke these Mr Pitt’s “sinking fund” 
would have worked marvels, hut it did no such thing 
Ordinal y government charges grew just as fast as the 
revenue At the heginning of George HI ’s reign the 
army and navy, including Irish charges, cost rather less 
than £5,000,000 per annum That is the average for 
the first five years succeeding the peace of 1763 But 
the peace charges on this account for the five yeais pre- 
ceding the revolutionary wais with France averaged 
almost £6,000,000 The net civil government charges 
rose at the same time from about £1,250,000 to over 
£2,500,000, or more than double But the greatest 
inciense was m the debt charges These, for the 
United Kingdom, amounted to about £4,760' 000 at 
the accession of George III , and thnty years later were 
£9,422,000, again just double No wonder, therefoie, 
that the “ sinlang fund ” did so httle The capital of 
the debt, funded and floating, was £246,600,000 in 
1786, and it was £239,650,000 in 1792 A reduction 
of less than £6,000,000 was, therefore, all that the 
great revenues of those peace years, aided by Mr Pitt’s 
wonder-working fund, were able to show The greater 
mcome was merely the ground for higher flights in 
expenditure, and the greatest of these was to come 
The revolutionary wars which broke out in 1793 
mark a moat momentous epoch m our history in every 
respect, and certamly not least in a financial sense 
Their effects and consequences are felt by us still, and, 
so far as one can see, will continue to be felt as long as 
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England exists Compared with what they cost us, all 
outlays on our previous wars seem as nothing Their 
eharges led to the remodelhng of our fiscal system, 
spurred the nation to great exertions, developed its 
trade, incieased the poverty of its poor, and the wealth 
of its rich We can form no intelligent conception of 
our financial position to-day unless we grasp some idea 
of what these wars meant and mean still for England 
Unfortunately, it is very difficult to reach any very 
close estimate of then net cost, more difficult stdl to say 
what the exact burdens were which they imposed upon 
the people A great change in the mode of keeping 
the national accounts was made m 1801 Tdl then the 
net revenue only was taken account of, the cost of 
collecting it being left out. One cannot, therefore, make 
just comparisons of the yield of taxes at the beginning 
of the war and at its close The period at which the 
annual accounts were made up was also changed from 
the 10th of Octobei to the 6th of January, introducing 
another element of some confusion, while throughout 
part of the same period the accounts of Ireland were 
made up to 25th March m each year One or two 
things, however, can be stated, and, follow mg the ex- 
ample of Sir John Sinclair, I subjoin a table that will 
give some notion of what these wars imphed up to the 
year 1816 — 

Haval and military expenditure of Great Britain 

for the SJ years ended 5th Jannaiy 1801 £217,250,000 

Do for the 15 j eais ended 5tli January 1816 851,208,000 

Military expenditure of Ireland for the 7| years 

ended Bth January 1801 20,809,000 


Carry forward 


£889,257,000 



THE EATIOFAL BUDGET 




Biought forward £889, 267, 000 

Military expenditure of Ireland for the 16 yeais 

ended 6th Januaiy 1816 64,288,000 

Total naval and military expenditure of the United 
Eingdoin for the whole penod of the revolu- 
tionaiy wars with France £943, 565, 000 

To amve at what may he called the net cost of 
these wars, it is necossaiy to deduct fiom the above 
total what may he desciibed as the oidmary peace 
charges under these heads, and to make the oom- 
pansona the faiier I have taken the aveiage of these 
charges foi the seven years pieeeding 1783 This 
I find to he — £6,142,000 m the case of Great 
Bntain, and £603,000 m the case of Ireland This 
gives — 

Total naval and military expendituie of Great 
Biitam on a peace footmg for 23J years 
to 6th Januaiy 1816, at £6,142,000 per 
annum £119,660,000 

Do of Ireland for 22| years to the 
same date, at £603,000 per 
annum 18,720,000 

Total 133,270,000 

Net excess outlay on account of these wars £810,286,000 

But this IS not nearly all the story We have to 
take into account the enormously increased charges of 
the public debt created by these vars It is true that 
these charges continue m great part to the present hour, 
80 that we might therefore ho said to have paid at 
least a further £1,600,000,000 or so on this score if 
stiict reckoning be to be made, and that m introducing 
this element mto the calculation I am producing con- 

^ See supplementary note at the end of the hook, where the 
official estimate of the cost of these wars is given, along with that 
of all OUT wars down to 1868 
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fusion To tins, however, I cannot agree In dealing 
with what the then generation had to heai, the debt 
charges involved m these gigantic war loans form a most 
important item They came, I find, to £270,000,000 
over and above what they would have been if the debt 
and its annual cost had remained the same for the whole 
twenty-three years. Addmg this to the total above given, 
we find that these wars cost the nation £1,080,000 m 
lound figures up to the beginning of 1816 

A much more difficult question to settle is the 
proportion of this inconceivable expenditure borne by 
taxation The difference between the debt total at the 
beginning of the wars and at then close is £618,37 6,000, 
and if we deduct that from the grand total given above, 
we have a balance of £462,000,000 or so as the portion 
met by current taxation This total, however, is en- 
tirely misleading, for reasons aheady dwelt upon Before 
we c^lild say what the true proportion is, we must know 
the actual amount of cash obtained by the successive 
issues of stock, and that is just what cannot be exactly 
reached We know, however, that the average market 
price of the 3 per cent consols during the twenty-three 
years of the war endmg with 1815 was below rathei than 
above 65, and as upwards of £400,000,000 was added to 
the national debt in the shape of 3 per cents between 1793 
and 1815, it is more than a generous estimate to take 
£140,000,000 as representmg the “discounts” allowed 
to the debt subscribers on that amount In other words, 
the Government received only about £260,000,000 m 
. cash for the £400,000,000, and if we add the balance 
to the £462,000,000 shown above we obtain, say m 
round figures, £600,000,000, as the portion of the huge 
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■wax costs paid out of current revenues But even tins 
IS but a rough approximation to the truth, as the whole 
subject is obscured both by the sinking fund operations 
and by the depreciation of the currency The sinking fund 
involved the constant issue of new stock to replace the 
stock bought and cancelled by the imaginary “ compound 
interest ” process, and the extent to which this confus- 
ing element worked may be judged by the fact that up 
to the end of the financial year ended 5th January 
1816 more than £250,000,000 of stock had been thus 
bought in On these opeiations there was a percentage 
of loss which cannot be fully estimated On one pait 
of this question, however — the effect of the sinkmg fund 
operations, to wit — ^it may be well to quote hero the 
obseivations of Porter in his Piogiess of the Nation, 
especially as he gives a lower average price of the debt 
than I, following the quotations summaiused an Fem 
on the Funds, have felt warranted in assuming^ He 
writes — “The average rate at which 3 pei cent stock 
was created between 1793 and 1801 was £67 7 6 of 
money for £100 stock, and the average market pnce 
during that pciiod was £61 17 6 for £100 stock 
The loss to the public upon the additional sum borrowed 
in Older that it might be redeemed duiing that peiiod, 
which was £49,655,531, amounted to 4|- pei cent, oi 
£2,234,500 Between 1803 and the termination of 
the war the average price at which loans weie con- 
tracted was £60 7 6 per £100 stock, and the average 
market puce during that time was £62 17 6 per 
£100 The loss was therefore 2^ per cent on the sum , 
redeemed during that time, £176,173,240 or£4,404,331, 
making altogether an amount of £6,638,831 absolutely 
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lost to the public by these operations This amount, 
reckoned at the average pnce of the various loans, is equi- 
valent to a capital of more than eleven millions of 8 per 
cent stock with which the country is now additionally bur- 
dened, through the measure of boriowmg in a depressed 
market more money than was wanted, in order to its 
being repaid when the market for public securities was 
certain to he higher ” ^ It will thus be seen that my esti- 
mate of the gross loss entailed on the nation by loans 
and smking fund follies together is a very moderate one 
Still more explicit is the statement of Mr H W 
Chisholm m Appendix No 13 of the Blue Book of 1869 
devoted to the record of the national income and ex- 
penditure, and with this I must close the references 
to this matter “ During the whole period,” he says — t e 
fiom 5th January 1793, when the French war broke 
out, and* up to 1829, when the smkmg fund folly was 
stopped — “there was only one year m which money 
was not raised by loan to aid the smkmg fund, be- 
sides what was requmed foi war expenditure After 
exoludmg the period from 6th August 1786 to 
6th January 1793, during which £8,147,631 was 
applied to redeem £10,241,100 of 3 per cent stock, 
bearing interest of £307,263 per annum, there remains 
£321,902,824, which was applied between 1793 and 
1829 to redeem £472,942,703 capital stock, carrymg 
£14,488,388 annual mterest, the mean rate on the 
sum paid being almost exactly 4 J per cent per annum 
Durmg the same penod the total sum of £702,163,075 
•was raised by loans, foi which £1,052,536,700 capi- 
tal stock of funded debt was created, carrymg 
^ Progress of tho Jfatwn, 485 
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£35,301,392 annual mterest, or a mean rate of £6 0 6 
per cent The actual result of all those sinking fund 
operations, therefore, was that the total amount of 
£330,050,465 was raised at £5 0 6 per cent to pay- 
off debt carrying interest at 4J per cent The differ- 
ence between these two lates is 10s 6d per cent pei 
annum, amounting upon the total capital sum of 
£330,050,455 to £1,627,765 per annum, which may 
he set down on the increased annual charge of our 
funded debt, and a real loss to the pubhc from the 
deceptiie sinking fund system, without taking into 
account the exiiense of management of the sinking 
fund, and the inci eased amount of capital of debt con- 
sequent upon the practice of borrowing on less advan- 
tageous terms foi larger sums than were required to 
meet the actual public eicpenditure ” Such is, as near 
as can be estimated, the net result of this precious 
mstitution This calculation gives, in round figures, 
about £37,000,000 as the total additional charge in- 
volved in the 35 years by this sinking fund For the 
23 jears of the war it would therefore be a moderate 
estimate to p] ice this interest loss and the capital loss 
estimated by Porter as above at £30,000,000, which 
would fall to be added in a sense, if not to the cost of 
the war, at least to the proportion of cmrent expendi- 
ture borne by taxation 

Dealing still further with the question of the actual 
portion of the cost of these wars defrayed fiom current 
mconie, and working fiom the figures of the Parlia- 
mentary return of 1858, I find that the 5 per cent ' 
debt uas augmented by about £129,000,000 dming the 
war, and the 4 per cent debt by about £45,000,000, and 
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these were likewise at a gieater or leas discount for part 
of that tunej involving a certain loss to the nation on 
the amounts received That is, the Exchequer did not 
always or very often get, even in the case of these 
high interest-bearing loans, £100 in cash for the £100 
it promised to pay, and the difference would have to be 
deducted from that portion of the war charges home by 
loan and added to that paid for out of taxes Taking 
all these things mto account, as well as the losses incurred 
through the extravagant terms on which annuities for 
fixed dates were granted, there is little doubt that the 
gross amount paid for those wars, and their accompany- 
ing financial absurdities, from cuirent revenue, must 
havrfbeen at least £650,000,000, or about £28,000,000 
per annum 

Tins accords on the whole with the facts as to 
taxaticfti Thus Porter states that the duties and 
taxes imposed between 1801 and 1811 amounted to 
£28,597,600 a year, and between 1801 and 1821 the 
total was £36,189,000 a year Progressing as the 
nation undoubtedly was m both wealth and population, 
this enormous strain crippled it to an incalculable 
extent, and brought extreme wretchedness and want 
home to the great mass of the people This is proved 
by the yield of the taxes themselves, as well as by the 
general condition of the people It is calculated by 
Porter, for example, that these taxes yielded in 1821 
£8,811,000 less than they would have done had the 
well-bemg of the people grown at the same rate as their 
numbers, and it took ten years more to restore the body 
pohtic from its exhaustion 

One is mdeed amaiied at the patience with which 
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the people bore their unheard-of loads, although it is 
partly explained by the fact that the greater part of the 
taxes were collected from those who had no share in 
directing the policy of the Government The people 
were not possessed of true representative government 
Had they been, we are disposed to think that, their 
bloodtluistiness notwithstanding, the fiscal legislation 
of the period would have been somewhat different 
As it was, Mr Pitt continued the pohcy of his pre- 
decessors with small exception, and laid the weight of 
taxation on those who had least power to make com- 
plaint Considering the passions and pohtioal inequali- 
ties of the times, therefore, it is not surprismg that, as 
Mr Leoni Levi well observes, “ Alike for extravagances 
and for wastefulness m the manner the supplies weie 
piooured, the financial administration of that period is 
in the highest degree indefensible " ^ By the end* of the 
century evils of all kinds were piled on the top of* one 
another to harass the passion-bhnded, weary nation A 
series of deficient harvests began ui 1796, and owing to 
them, to the depreciation of the paper currency, and 
to the disastrous working of tlie Corn Laws, the average 
prices of wheat rose m 1801 to llSs lid per quarter 
The year before the average was 110s fid , and only six 
years previously it had been but 50s 8d Specie was 
dramed from the country, and the Bank of England 
stood m such danger of becoming bankrupt that in 
1797 the Government had, as a temporary measure, to 
authonse it to refuse gold for its notes These became 
a forced paper currency, which circulated at a discount, 
and the measure was renewed from time to time until 
^ History of Snti^ Gommerce, p 92 
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1819 Not till four years later did the Bank fully 
resume a solvent position in regard to its notes In 
his great straits for money, all other means afforded by 
customs, excise, stamps, licences, and the like being 
exhausted, Mr Pitt was driven in 1798 to impose the 
income-tax In the first form of it, tned the year before, 
this tax was called “ a triple assessment,” and imphed 
merely the levy of a threefold amount of assessed taxes up 
to 10 per cent of the income of all persons liable to 
assessments All assessable, or practically all “ fixed,” 
incomes of £60 and upwards were subject to this tax 
Thus, a person with nn assessable income of £60 
paid £6, and one with an mcomeof £1000 paid £100 
At the present day we grumble if the mcome-tax rises 
to Sj- per cent on the income, and consider it advisable 
to let incomes fai above £60 go tax-free Allowing for 
the aVbrage greater efficiency of money in those days, 
this tax was onerous to a degiee scarcely to be realised 
It was calculated to yield £7,000,000, m its first foim 
of an addition to the ordinaiy assessed taxes, and the 
sum was sorely needed, for the estunates of that year, 
1797, were £19,000,000 short of the public require- 
ments All the revenue except £6,500,000 was absorbed 
by the debt charges But this mode of taxing the richer 
people — the people with official salaries, annuitants, 
rent -receivers, and the hke — was too unpopular to 
endure, nor was its result satisfactory Instead of 
seven millions it yielded no more than four and a half, 
and m December of the foUowmg yeai a diiect income- 
tax of 10 per cent leviable upon eainings and receipts 
of all kmds, as in the present day, took its place This 
percentage was to be levied on mcomes of £200 and 
upwards, and dimmishmg rates were placed upon smaller 
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incomes do-vra to £60, below which there was to be no 
assessment Mr Pitt looked for £10,000,000 from this 
tax, but it yielded only £7,000,000 at the best His 
calculation was that the entire taxable mcome of Great 
Britain at that day was no moie than £102,000,000, 
but he had either over-estunated the public wealth or 
the tax was much evaded, for in his budget for 1801 he 
did not venture to estimate the produce of the tax at 
more than £6,000,000, The people were very restive 
under it, and when hostihties were, foi a brief space, 
suspended in 1802, the tax was removed Directly the 
war broke out agam, however, the tax was reimposed, 
at first as a 6 per cent charge, then as a 6| per cent 
charge, and finally, in 1806, agam as a 10 per cent 
charge , but it was always treated as a war-tax, to be 
tolerated only while hostihties contmued 

By the year 1802, through one means and asiother, 
the gross revenue of the United Kingdom was laisSd to 
£39,000,000, and of this the income-tax, which applied 
to Great Bntain alone, supplied £5,805,000 Excise 
yielded more than £11,500,000 for Gieat Britain alone, 
and customs somewhat under £9,000,000 The declared 
value of the export and import trade of Great Britain 
for that year was only £45,000,000 The customs 
duties represented, therefore, nearly 20 per cent on the 
year’s'deolared value of that trade , and as the popula- 
tion was rather under 11,000,000, customs and excise 
together meant a burden upon the people of very 
nearly £2 per head No wonder that, under such a 
load, commerce languished The followmg yeai the 
excise revenue was serewed up to £15,476,000, but 
that from customs fell off to £7,700,000 Smugglmg 
and illicit distillation of spirits demoralised whole sec- 
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tions of tlie community, and involved great additions to 
tlie cost of collecting and mamtainmg these revenues 
Owmg to the change mtroduced into the pubhc accounts 
at the hegmning of the century, by -which the gross 
revenue and expenditure, and not the net, is given, a 
comparison of the taxes at the latter period of the -war 
cannot be made with the first , hut we can compare the 
first inancial year of the century with 1816, and -will 
find the comparison not without instruction. The figures 
of the following table are, as near as possible, those for 
Great Bntam alone, and the total of £39,000,000 given 
above as the revenue of 1802 is made up by adding 
£3,000,000 odd, which was the gross revenue of Ireland 
The lush Exchequer was not consolidated with that of 
Great Bntam till the beginning of 1817 


Public Incosie 


Heads of Income 


Tear ended Teat ended 
ith January 1802 Otli January 1816 

£8,775,728 £11,962,242 


Excise 

11,573,427 

26,204,081 

Stamps 

3,034,617 

6,083,829 

Land and assessed taxes, duties on 



pensions and offlcesj and on 



personal estates, i e prohate and 



legacy duties 

4,638,867 

9,603,758 

Income and property tax 

5,804,518 

14,617,868 

Post Office 

1,172.241 

2,180,267 

Crown lands (net) 

967 

864 

Miscellaneous ^ 

988,281 

8,121,012^ 


£85,899,635 

£78,613,803 


1 Includes such items as first fruits and tenths, small hereditary- 
revenues, fees, profit on copper comage £37,000, proceeds of com 
sold for use of Government £686,260, profit on lottery loans, etc 
® The misoellaneons item is swoUen unusually this year by such 
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This, surely, is a highly instructive table, and it 
becomes more bo when we remember that the year ended 
5th January 1816 was the third year running that the 
gross revenue had ranged about £7 0,000,000 Deduct- 
ing merely the amounts charged each year to Ireland, 
and the proceeds of sales of old stores, we find that in 
the year ended 6th January 1812 Great Britain raised, 
almost exclusively from taxation, £65,612,443 , for the 
following year the gross income was, on the same com- 
putation, £64,230,506 , but in the year ended 6th 
January 1814 it rose to the unprecedented total of 
£68,249,808, and for the succeeding year it was 
£70,943,000 Equally remarkable, all things con- 
sidered, was the progress of the revenue of Ireland, 
which for the year ended 6th January 1802 was only 
£3,204,000, while for that ended 5th January 1816 
it was screwed up to £6,604,000, or more than double 
To some extent these unprecedented results Vere 
brought about through an morease of population , but, 
after all, that accounted for little Between 1801, the 
date of the first census, and 1811, the date of the 
second, the population of Great Britam increased only 
15 11 per cent, and it was therefore, at that late of 

sums as tlieso — £6,017,987 on account of the halance due from 
Ireland towards 2 17ths of the jomt expenditure of the United 
Kingdom , £768,976 from the sale of old naval and victualling 
stores, £28,586 on account of mteiost, etc, of the Portuguese 
loan . and £925,667, proceeds of the lottenes of 18X4 and 1816, 
less £187,833 remitted to Ireland, and included in hei income 
Deducting the two first items from the total given above, we get 
£71,836,810 as the real gross revenue of Great Britain for the jear, 
exclusive of capital raised by the creation of debt or the sale of old 
stores 
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piogress, only about 22 per cent greater in 1816 than 
at the beginning of the century But, in truth, such 
gigantic figures can be explained only by the endurance 
and self-sacrifice of the nation, and the grinding com- 
pleteness of the taxation, which touched the citizens at 
every point The customs tariff alone was the severest 
ever known, containing more than 1400 different items, 
and in many respects framed on principles of revenge 
and hatred, as in the case of the differentiating wme 
duties aimed agamst France, or so as to maintain perni- 
cious monopolies, such as those of the silk and hnen 
trade, rather than for purposes of revenue But then, as 
now, the most prolific source of income from customs and 
excise was drmk, and the materials used to manufacture 
dnnk Malt alone, for instance, contnbuted on an avei age 
about £5,000,000 per annum to the revenue between 
1804 and 1815 inclusive The duty for that period was 
raised \o 4s 5fd per bushel, it having been hut Is 4|d 
at the outbreak of the war It was first raised to 23 5d 
m 1802, and the following year an extia war-duty was 
put on, which made it 4s 5|(L Beer duties and hcences 
added to the cost of the liquor consumed by the people, 
and made an impost of this kind all the more ukaome 
Home made spirits, agam, were taxed less for most of 
this period than they are at the present day , but though 
that was so, the duties paid duimg the latter part of the 
war were much higher than they had been at its com- 
mencement In 1802 the duty in England was 6s 4^d 
and 6-19ths the gallon, two yeais later the duty was 
•raised to a fiaction over 8s O^d , and m 1811 it became 
10s 3|d and 7-19ths, at which it stood till after the 
wai was over Fiom this source the excise revenue was 
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augmented by between fom and five miUious foi the 
United Kingdom in tbe latter years of tbe war 

The only other article that need be mentioned in 
this connection is wine, on which various degiees of 
dutj were levied, according to the souice from whence 
it came — France naturally suffering most m tins respect 
At the outbreak of the war the duty on French wme 
was 4s lOd pel gallon, and in 1804 it was 13s 9d, 
havmg risen by successive stages to that height On 
the -wines of most other countries, except the Ehme 
provmces, the advance had been from 3s l|d to 9s Id. 
in the same penod. Ehme wine paid nearly os much 
as French The revenue from these taxes — most vexa- 
tious to administer — increased from rather less than 
£900,000 in 1794 to £2,814,000 m 1804, from which 
date the yield fell off, the duties bemg, mdeed, to a 
large extent measures of revenge . 

Turning to other sources of revenue, sugar Siay be 
instanced as paying duties rangmg from 20s to 
39s per cwt thioughout the first fifteen years of 
the century They yielded an mcome of between two 
and four milhons sterling per annum , fallmg off, how- 
ever, in the last ten years of the period, when the 
duties were highest The tax was, m fact, so seriously 
checking consumption that it was less by half a milhon 
cwts m 1814 than in 1810 Salt was another subject 
of taxation of the cruellest desciiption Duties upon 
this necessity amounted m 1798 to 5s per bushel, but 
subsequently, according to M'Gulloch, from whom I 
obtam most of these particulars, they were raised to. 
15s. per bushel, or about thirty times the cost of tbe 
salt At tbeir highest these duties yielded no more 
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than £1,500,000 a year, and their unprohfic character 
was due both to their weight and to the regulations 
under which they were levied They formed a premium 
on smuggling Heavy duties were likewise imposed upon 
timber, and from 1809 on European timber in particular 
In that year the timber imported from our Canadian 
possessions was freed fiom duty m response to the jealous 
feelmgs of the period, while at the same time large addi- 
tions were made to the duties on timber brought horn the 
North of Europe Neict year these duties were doubled, 
and in 1813 yet another 25 per cent was added to them. 
The effect of this mad conduct was to reduce our impoii: 
of Baltic timber from 428,000 loads m 1809 to 242,000 
loads m 1814 The blow thus administered to that 
tiade was not recovered from as late as 1843, 

Tohaoco was also an article subjected in those days 
to yevatiously differentiated duties American kinds 
paid IS 3d pel pound down to 1796, when the duty 
became Is 7d , and small additions were made to it 
down to 1815, when it was fixed at 3s 2d. Spanish 
and Portuguese tobacco, however, or rather the tobacco 
grown in the colomal possessions of these States, paid 
3s, 6d down to 1796, when another Is was added, and 
in 1815 the duty became 5s 5^d From this source 
the net revenue of Gieat Britam ranged between 
£924,000 in 1801, and £1,764,000 m 1816 Up to 
1804 the Irish duties weie levied m Irish currency, 
which was of less value than the English, and they were 
on a lower scale for the earher part of the war period 
Jn 1805, however, the currency was made the same m 
both instances, and from 1815 the duties weie made 
uniform so far as American tobacco was concerned. 
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The Irish net revenue from tobacco in that year was 
£740,000, having been only about half that amount in 
the earher years of the century 

Regarding tea I have no particulars to give beyond 
the fact that the duty then and for years afterwards was 
an ad valmem one of 96 and 100 per cent according to 
value, and therefore nearly prohibitory , but there is 
one other important branch of the pubho burdens, if not 
revenue, to which I must ask the reader to return for a 
moment before takmg leave of this part of the subject 
These are the duties which clogged our manufactur- 
ing mdustnes at a time when the mgenuity and enter- 
pnse of those engaged in them were rapidly puttmg 
them in a position to command the tiade of the woild 
Our cotton, woollen, and silk mdustnes were all in this 
way seriously retarded in their development The im- 
port duty on the raw cotton was 6 per cent ai valoiem, 
and m addition a duty of S^d per yard was levied on 
pnnted calicoes down to 1831 Then the latter was 
abohshed , but the former, although on a reduced scale, 
lasted down to 1845 Wool, as has been already noted, 
■was always a favourite object of the fostermg care of 
our rulers, and during these wais it suffered from their 
attentions more severely than cotton, bemg an article 
out of which our landowners and farmers made rents and 
profits For nearly two hundred years, down to 1825, 
the exportation of home-giown wool was prohibited, for 
fear that other countries might profit by it to injure our 
manufactures, but up to 1802 the importation of foreign 
wool had been free In that year, however, it was sub-* 
jected to an import duty of 5s 3d per cwt , m 1813 
the duty was raised to 6s 8d , and in 1819, stdl, we 
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may justly say, m consequence of these -wars and of the 
folly of oui financiers, it was placed at 66 s per cwt, or 
6 d per pound The supply of home grown wool had 
become insufBcient for our wants, nevertheless, home 
agriculture was in danger, and the nation m need, so 
the tax grew 

Silk, on the other hand, was nursed as a monopoly 
in the inteiest of the mills for producmg “thrown" 
silk, erected first at Derby, and subsequently in other 
parts of England, on models stolen from Italy Enor- 
mous duties were placed in 1766 on foreign tlirown 
Bilks, and oontmued down to 1826, to the great hurt of 
our silk-weavmg trade "With a duty of 63 6 d per 
pound on raw silk, of 14s 8 d on thrown silk^ and of 
46s 6 d on dyed sdks, the wonder is that the trade 
continued to exist in any shape But an industry, as 
well as a nation, can suffer much and survive if those 
who putsue it make up their mmds to go hungry 

Alone amongst our manufactures, that of linen may, 
however, be said to have received exceptional favoui's, 
it being down to 1833, when they finally ceased, the 
recipient of considerable bounties out of the national 
revenue These bounties date as far back as the 
settlement of Dutch Wilham’s French Huguenot sup- 
porters m Ii eland, and bounties in linen manufacture 
figure as a regular part of the lush expenditure 
throughout last century Other industries, such as 
calico weaving, no doubt got huge mduect bounties m 
the shape of diawbacks on exportation, but these were 
more or less disguised, whereas that paid to the linen 
manufacturers amounted m the year 1825 to as much 
as £416,000 
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I might give further illustrations of the state of 
taxation during the time of the Revolutionary -wars, hut 
enough has been said to enable the reader to form some 
conception of the point at which the nation then stood, 
and space forbids a catalogue of all the taxes and duties 
In a summary way they may be said to have choked 
industry, drained the country of wealth, and directly 
or mdiieetly forced from the hands of the toilers be- 
tween one-third and one-half of their total earnings in 
the first fifteen years of the century Under pressure 
of the misery this dram involved marriages decreased, 
and the weight of pauperism became almost unbeaiable, 
Between 1776 and 1801 the cost of poor lelief increased 
by 162 per cent, and the weight of this burden alone 
continued to increase, without perceptible intermission, 
till 1818, when it amounted to nearly £8,000,000 m 
England and "Wales alone, or to more than* ISs per 
head. In 1811 the average expenditure was ISs Id 
per head , hut in Sussex it was as high as 32s , in Bucks 
24s 2d , m Berks 27s 2d , and in Essex 24s 8d The 
purely agncultural counties were, m fact, reduced to the 
condition of pauper nuisenes No European country, 
not even exceptmg Erance, hved through a darker or 
more disastrous time than that was for England Wages 
were at starvation point throughout that peiiod m 
nearly every trade m the country, and those who con- 
trived to do without poor relief were often worse off 
than its recipients 

One other subject must be touched upon as illus- 
trative of the state of the nation, and before anythingf 
like a true outhne of that now far off time cau be said 
to he before the reader I refer to the Corn Laws, 
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ivliich continued to be a very bitter subject of conflict 
between the people and their rulers then and for many 
years thereafter The landowners and fanners were 
never satisfied with the profits they diew from the 
tillage of the soil "With good harvests they ruined 
themselves by extravagance, or were ruined by unduly 
low prices , and with poor ones they starved the people 
Legislative changes having for object the strengthening 
of then position by the stead} ing of prices, and the 
uniform filling of agricultural pockets, were therefore very 
frequent The last of these, already noticed, was the 
law of 1 79 1 Tins oontmued m force down to 1 804, but 
long before that date the classes interested were loud in 
their complaints A change was hastened by the col- 
lapse which succeeded the inflation years at the begin- 
mg of the century, pioduced by the comhmed influences 
of bad bafrvosts and a depreciated currency The high 
prices of 1800 and 1801 had extended cultivation un- 
duly, and when in the three succeeding yeais, tbiough 
ovei -production and bettei harvests, the aveiage price 
fell to about half what had then ruled, many soils 
became unprofitable to work. So a new law was 
passed in 1804 imposing a prohibitory duty on eoni 
amounting to 24s 3d per quarter when its pnce was 
at or below 63s Between 63s and 663 a duty of 
2s 6d per quaiter was imposed, and above 66s a 
duty of 6d These changes, as will be seen by com- 
paring them with the law of 1791, gave some conces- 
sions to the people at the upper end of the scale, but 
•mvolved mcreased protection to the home market when 
prices were tending downwards Bounties also con- 
tinued to be allowed on exportation when puces were 
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low, thus alone could ruin he averted m the estima- 
tion of the landloids of those days But the price at 
which the bounty became payable was raised from ids 
per quarter to 60s, and exportation without bounty was 
allowed up to a price of 54s The result of these and 
of all such laws was enormous fluctuations in prices and 
wide alternations of misery and abundance Changes for 
the better began, however, to show themselves m suc- 
ceeding years In 1806 all restrictions as between Eng- 
land and Ireland were swept away , and owing to a run 
of very high pnces, Parliament, m 1815, was brought to 
decree the total abolition of the bounty system on corn 
exported, although it retained and elaborated the pre- 
posterous “shding scale” duties on imports, raising, 
hovever, and as soon was proved with disastious effect, 
the pnoe at which grain could be unpoited free to 80s 
per quarter m the case of wheat, and to lower propor- 
tionate puces in the case of other cereals This law, bad 
as it was, lasted ten years. 

Fiscal laws like these show the high-watei mark of 
a reactionary pohcy m taxation and trade It is a point 
that probably would never have been reached but for 
the upheavals and conflicts of that revolutionary epoch, 
and it says much for the patience of the English people 
that they bore their burdens so uncomplamingly By 
these and suchlike taxes life must have been made 
well-nigh unbearable to the great bulk of the popula- 
tion of the United Kingdom The pom man’s bread 
was dear, no matter what the price of wheat fell to, for 
taxes stole all, pauperism mcreased, and bore with* 
augmented weight on those still able to bold their heads 
above water, crune was rampant, especially crimes 
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originating in want or in'efforts to defiand the revenue , 
and amid all this a small section of the nation flared 
forth in ever -increasing displays of wealth The few 
profited by the lavish expenditure, by the constant 
emission of loans, whereby the labour of the nation was 
mortgaged to those few and to future generations 
The neb and the classes that bore the lightest share of 
the taxation went merrily on, but from the reaction 
that followed immediately on the heels of the peace we 
may infer that even stolid English patience was nearly 
exhausted, as English resources certamly were, in 1815 
We had furnished Europe inth the means of makmg 
war, m addition to making it on the most extravagant 
scale ourselves, and now had to pay the spendthrift’s 
usual penalty 
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CHAPTER IV 

THE HEFORM ERA AND OUR FINANCIAL HISTORY DOWN 
TO THE PRESENT TIME 

Naturally tlie £rst thing the nation expected when 
peace was at last seemed was an immediate reduction 
in tlie national expenditme, but that was by no means 
the mtention of its rulers, even had it been in their 
power Castlereagh came home from hobnobbing with 
autocrats full of autocratic ideas, and spoke# of an 
army of 150,000 men as the proper peace footing 
But the minister had, in pait at least, to give up 
ambitious dreams and attempt to leduce expendituie 
It was not, however, tbe burdens of tbe poor that 
were first lightened The first tax that went was 
Pitt’s property and income tax, at the time of its 
abolition in 1815 bringing m over £14,000,000 per 
anmm at its then rate of 10 per cent In the follow- 
mg year the war malt duty of 2s 0|d also went bj the 
board , and these two remissions, both of which were 
made primarily in the interest of the ruling classes, 
although the latter to some extent benefited the 
drmkers of beer, left such a yawning deficit that the 
ministers had perforce to stop further remissions , nay, 



THE BEGIHHINGS OF KEFOKM 


they, so far as malt was concerned, retraced their steps 
partially three yeais latei, adding 50 per cent to the 
then duty — making it 3s 7Jd instead of 2s 5d , to which 
it had been reduced Without following the history of 
these yeais m minute detail, it may be said that doum, 
at tlie eailiest, to 1825 the fiscal policy of this country 
in all that related to the true principles of taxation and 
the fieedom of trade was, for the most part, reactionary 
There were enhglitened men in the Government now 
and then, but thej weie unheeded by their stupid or 
lazy colleagues, and unsupported by an enlightened 
public opinion Of these men the most notable were 
ill Huskisson, Mr Wallace, and Mr Goulhum The 
last-named, when he held the office of Chancellor of 
the Exchequer under the Duke of Wellington, succeeded 
in 1829 in putting a period to the extrai igances and 
uaste qf the “sinking fund,” and his voice was ever 
on tl» side of financial leform Mr Huskisson also did 
a good deal, foi the time, to lessen the duties on many 
articles of impoit while at the Board of Trade m 1825 
But all that these or any one did, either in the way of 
hghtening and readjusting taxation or in reducing ex- 
penditure, was of little consequence compaied with the 
great reforms bj which Su Robert Peel and those who 
supported him changed for ever, let us hope, the 
tendency and object of our reienue laws Mi Goul- 
bum might be a free tiader in 1829, and Mi Poulett 
Thomson in 1834, but the nation was not so, and they 
and such men with them had to wait till it had learned 
wusdom by the things which it suffered Notwithstand- 
ing the constant alteinitions of miseij and plethoia, to 
w'hioh the Com Laws of 1815 and 1828 subjected pio- 
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(luceis and people, the sliding scale on winch these laws 
were fumed was not got iid of, noi the Coin Laws 
ahohshed, till the lush famme of 1846 47 and the diead 
of troubles all over the Lingdom fnghtened the land- 
lords, and gave Sir Eobert Peel the necessary courage 
Paihament would have nothing to say to a reduction of 
the discriminating duties on foreign timber , coal bore 
down to 1846 its export duty of 4s per ton , the duties 
on sugar and tobacco weie but slightly i educed , that 
on wool was enormously inci eased in 1819, so was 
tint on coffee, and although both weie subsequently 
tentatively i educed by Mr Huskisson and others, they 
were stdl heavy when Sir Eobert Peel came into power, 
for the second time, in 1841 Tlieie were indeed few 
articles of any importance absolutely removed from the 
tariff before his day , and the changes, liberal as they in 
one or two instances had been, weie mere heralds, as it 
were, of a better time The object of this littlirwork 
will therefore be best secured if the leader’s attention be 
now directed to the legislation of Sir Eobert Peel , but 
before taking up that subject it is necessary to trace 
briefly the progress of the income, expenditure, and 
debt from the close of the var downwards to 1840 
For the yeai ended 5th January 1817 — the first 
year of peace — the revenue of the United Kingdom was 
£69,266,000, or about £10,000,000 less than in the 
previous year , and the expenditure, exclusive of debt 
manipulations, £71,600,000 There was consequently 
a deficit of £2,334,000 for that year Next year the 
revenue fell off almost £12,000,000, as the full effect 
of the remission of the income and property tax and 
the reduction in the malt-duty were then first felt, and 
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there was again a deficit, although the chaiges for the 
army and navy had heenbiought down to £15,705,000 
Between debt and these military charges, however, 
about £47,000,000 of the total income of £57,600,000 
was taken up, and as the cml chaiges were steadily 
increasing, deficits weie not to be wondered at They 
contmued, indeed, for years after this, for the chaiges 
of the army and navy again began to mount, and the 
debt charges also, as was inevitable, the refunding and 
other operations notwithstanding, while new debt was 
being contracted In 1820 these two items took 
£48,740,000 of a gross revenue of barely £60,000,000, 
or, deducting cost of collection, of onlyabout £55,000,000 
So the malt-duty had to be raised again, and the nation 
staggered on with its load as best it could Pressiue 
of falling revenue, however, brought down the military 
and nj.val charges somewhat w ithin the next few years, 
and in the jeai ended 6th January 1824 they fell 
to £14,353,000 — the lowest point touched since the 
end of the war That jear the gross revenue was 
£58,625,000, but the fiee income, aftei paying debt 
charges £30,031,000, cost of collection £4,611,000, and 
these military expenses, was still only about £10,000,000 
Sixty years hefoie the total net income of the three 
kmgdoms had barely attained this last sum In the in- 
terval, while the population had peihaps nearly doubled, 
the taxation had increased almost fivefold, and it w'as 
taxation borne much moie by the pooier masses of the 
people than it had been in 1765, although it wms unequal 
enough even then 

One cause of the prodigious weight of the military 
charge of that time was the amount distributed in the 
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shape of half-pay and pensions pmid to officers and 
men for various reasons — long service, ivounds, meri- 
torious actions, etc , besides compassionate allowances 
to widows and chddien of those who had been slain 
At the close of the wai these charges amounted to 
£3,398,805, exclusive of £221,762 of civil superannua- 
tions, and by 1823 the total had risen to £4,965,114, 
also exclusive of £343,871 foi civil jiensions So oneious 
was this burden that an attempt was made to throw 
part of its weight on posterity by converting it into an 
annuity of £2,800,000 for 46 years, but this scheme, 
happily, was never fully carried out The Government 
only managed to sell an annuity of £585,740 to the 
Bank of England, for which that institution gave 
£13,089,419 m payments spread over six years A 
system of life annuities, however, had been started in 
1808, and extended nr subsequent years, by wTiqjh the 
nation lost much money They were designed, as Mr 
Gladstone’s modern annuities for fixed dates are, to 
facilitate the reduction of the capital of the debt Stock 
was made receivable by the Commissioners for the re- 
duction of the national debt in payment of annuities 
granted by them on one or two lives j hut the tables on 
which these annmties were calculated were so erroneous, 
that as Mir Fmlaison, the Government actuary, calcu- 
lated 111 1827 the loss to the country was at the rate of 
£8000 per week, tip to January of that year he 
computed the total loss at £2,233,066, and said that 
the ultimate loss on the annuities in force would he 
£24,039,324, equal to £32,052,432 lu 3 per cent stock 
No wonder that this system was discontinued m the 
followmg year Up to the date of the discontinuance, 
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only £11,630,000 of stock had by this means been 
cancelled, bearing £363,273 m annual interest, while 
the annuities actually m foice in the begmning of 1829 
came to £418,023 

The figures of mcome and expenditure continued 
much about the level given above for some years, and 
until Mr Goulbum became Chancellor of the Exchequer 
m 1828, except that the military charges agam rose to 
more than £16,000,000, pensions contmumg a very 
heavy pioportion. He effected substantial savmgs m 
this department , and more still was accompbsbed by his 
two immediate successors — ^Lord Althorp and Sir Eobert 
Peel, the latter lus own Chancellor of the Exchequer m 
the Tory Mimstry of December 1834, of which he was 
head. In 1835 the naval and military charges were 
brought doivn to the lowest point smce the war, being 
only £11,730,000, of which about £2,895,000 was 
for pensions and superannuation allowances Lord 
Althorp, however, did one bad thmg , he abohshed the 
house-duty — save the land-tax, the only direct tax left 
of much unpoitance — and retained the window -tax, 
though in a slightly modified form, the ivmdows of 
small farm-houses bemg exempted But m spite of 
patchmg here a bit and there a bit, in spite of small 
economies and the shiftmg of the burdens of the then 
generation on to the shoulders of its successor by the 
creation of termmable and life annuities, deficits agam 
appeared Haid tunes, dull trade, bad harvests, and 
abormnable navigation laws, by which our merchant 
shipping was bemg driven from the seas, just as by 
similar laws the, at one time, flounshmg mercantile 
marme of the United States has been in recent years. 
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caused the revenue to slmuk Remissions did not go far 
enough to unfetter industries oi give elasticity to the 
consuming power of the people Reduced taxes and 
economies did not go hand in hand Thus in the year 
ended 5th January 1836, with a gross income of httle 
more than £50,000,000, the net debt charges were still 
£28,619,000, and the naval and mditary charges 
£11,657,000 Deductmg £3,684,000 for the cost of 
collectmg the revenue, we get hut £6,000,000 left to 
meet the charges of the civil hst, Court pensions, salaries, 
etc , amounting m all thSt year to upwards of £8,000,000 
In this and the succeedmg two years the country, more- 
over, had its burdens further mcreased by the payment 
of £21,000,000 as compensation to our colonial slave- 
oivners for the abohtion of slavery As this money had to 
be borrowed, the national debt charge at once rose again 
to over £29,500,000 , and although the revenue was also 
a little unproved, deficits continued Driven desperate, 
the "Whig Muustry m 1840 earned proposals to increase 
by 6 per cent most of the excise and customs duties 
and by 10 per cent the assessed taxes These additions 
yielded httle additional revenue, and what they did yield 
was more than counterbalanced by the declme in the in- 
come of the post-office Sir Rowland Hill’s penny postage 
was adopted m 1839, and came mto operation next year 
At first so great a change naturally involved loss, and 
for this loss the Government had made no adequate 
provision. The country was weary and m a manner 
exhausted Many troubles and hopes blasted had made 
it ripe for more sweepmg fiscal changes than the Whigs 
could make up then mmds to carry In 1842, therefore, 
Sn Robert Peel got at length his opportumty 
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He had before him no ordinary task. Accordmg to 
the accounts summiirised in the blue book of 1869, 
the three years preceding that ending on 5th Janu- 
ary 1842 had brought an aggregate deficit of more 
than £5,000,000, the debt charges had risen fully 
£1,200,000 from the lowest figures of the previous 
decade, and there were hkewise serious increases in the 
military expenditure, m consequence of the msurrection 
in Canada and the China War They were £16,240,000 
for that year as compared with the £11,657,000 to 
which they had been reduced m 1836 Yet the nation 
clamoured for lower taxation, for a complete revision 
of the tariff, and greater freedom of trade , the Corn 
Laws agitation led by Mr Cobden and Mr Bright had 
begun to take hold upon the great industrial centres of 
the North, and must soon leave its mark on the laws of 
the land* But how was Sir Kobert Peel to be the man 
to car^ out the necessary reforms 1 

One part of his task was simple enough. There 
were in the customs tariff a number of prohibitions 
or duties so high as to b6 prohibitory Many, or as 
M‘Cidloch has it, hundreds of other articles yielded so 
little that it was not worth the cost of collection These 
he might sweep away without much opposition from any- 
body , and of the twelve hundred odd items still m the 
tariff at that date he did, in the course of foui yeais, thus 
deal with a great number Some things, however, such 
as the duties on live cattle and fresh piovisions, touched 
interests long accustomed to dominate, but he triumphed 
Between 1842 and 1846 he repealed altogether the 
duties upon between five and six hundred articles, in- 
cluding raw cotton, flax, hemp, hides, mdigo, sundry 
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Oils, raw silk, sago, cattle, sheep, hogs, beef, and bacon, 
and reduced the duties on a great number more With 
a\l this there remained a tariff of nearly one thousand 
Items Sir Eobert Peel’s greatest difficulty, however, 
was not -with this side of his task He had a laige 
deficit to cover, as revenue and expenditure stood 
before he began , and it seemed, therefore, a piece of 
wanton foolishness to remit taxes at the very tune when 
taxes needed to be put on There was but one way of 
meetmg the difficulty shoit of a direct increase in the land- 
tax, which was an impossibility Sir Eobert Peel decided 
to reimpose the income and propoity tax abohshed in 
1815, not as a war-tax, but m ordei to fill the gap in 
the revenue, and afford a means of reforming the 
obsolete and obstructive customs tariff In this he was 
opposed by the Whigs, led by Loid John Eussell, hut 
after some debate his proposals were earned,* and the 
spnng of 1842 saw the first great step m the fiscal 
reform that has smee been carried so far How gieatly 
that reform was needed will be understood when we 
state that the reduction oi ahohtion of duties on 750 
articles only mvolved a loss of revenue to the estimated 
amount of about £1,600,000 It was not, however, 
from their importance as sources of revenue that the 
reduction or repeal of these taxes was significant, but 
because the fiscal pohey of these four years was the 
hegmning of a new era. Henceforth taxes weie to 
be maintamed for purposes of revenue alone The 
death-knell of monopolies had been struck I do not 
mean to say that the spint of monopohes was then and 
there slain. Far from it, that spuit exists stdl, and 
promises to continue to exist for many a day to come 
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The struggle was indeed but beginning, but the fust 
victory was scored for progress, and everything else 
■was, and is, only a matter of tune 

It has been among other thmgs a common subject 
for regret that the ne-w property and income tax -was 
conceived m the unfair spirit of the old It "was, and 
IS beyond doubt, an injustice to assess the casual salary, 
the professional income, the holder of a terminable 
annuity, and the recipient of a permanent moome from 
the funds or from land all on the same hues, and the 
exemption of small incomes then and since made on 
varymg scales by no means removes tbs essential mjus- 
tice It must, ho'wever, be recognised that but for tbs 
mequality of treatment the tax might never have been 
reimposed at all Neither AVbgs nor Tones liked it 
Lord John EusseU was not ashamed to raise the pitiful 
cry agaidst it, that other nations would think the tax a 
sign of our decadence, and had it been imposed equit- 
ably on the rich alone, the nch of both parties would 
have coalesced to defeat it The unequal mcidence of 
the tax smoothed the way to its re-adoption, and by its 
help we have secured the reforms through wbch our 
trade has been emancipated That should make us 
willing to forgive much Theoretically a tax of this 
kind ought to fall only on realised wealth or secured 
incomes, and if it were possible to distinguish between 
the various classes of that wealth it should press most 
hea'vily on the class most assured Practically, how- 
ever, taxation on such hnes is impossible in any civilised 
country, and statesmen can only deal with what is 
practical If it was impossible for Peel to mcrease the 
land-tax, it was certainly not practicable for hun to 
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confine tlie income-tax to the Trealthy alone The fact, 
however, that he was ahle to impose an income-tax in 
any shape speaks well for the docihty of the English 
people So far as I know, there is not a democratic 
country in the world that tolerates such a tax, and this 
has to be borne in mmd when the reluctance of other 
nations to follow our free tiade pokey is under discussion 
By the substitution of the property and income tax, 
which then applied to Great Britain only, for the lowered 
customs duties, the deficits which had been chronic were 
made to disappear within two years , although owmg to 
the fact that but little of the mcome-tax was received 
in the year in which it was imposed, the immediate 
result was a deficit of nearly £4,000,000 Next year, 
1843, however, the revenue rose fully five and three 
quarter millions, customs and excise showmg an elasticity 
that justified the highest hopes of those who advocated 
the change, and the result was a surplus of about 
£1,400,000 In the succeedmg year the surplus 
became three and a half milhons But in 1847 the 
expenditure again overtook the revenue, and the account 
closed with nearly three millions of deficit, although the 
revenue, m spite of commercial crises and everythmg 
else, contmued to grow This is hardly to he wondered 
at since the expenditure was swollen by heavy additions 
to the military charges, consequent chiefly on the dis- 
turbed state of Europe, where thrones began to totter to 
their fall , the discontent of Ireland , and the agitated 
condition of Great Britain, which suffered hke the sister 
isle, though to a less extent, from the untoward seasons 
and bad harvests The mihtary expenditure had been 
only £15,664,000 in 1845, but it rose to £16,805,000 
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in the succeeding yeax, and in the years 1847 and 1848 
reached fuUy eighteen and a half milhons A similar 
and nearly proportionate mcrease took place in the cml 
expenditure, so that for these two years there was an 
accumulated deficit of nearly £4,000,000 

In the meantime, however, another great step m the 
reform of our fiscal system had been gained Su Kobert 
Peel succeeded in wiping the Corn Laws off the statute 
hook , or rather he had discernment enough to under- 
stand the will of the nation, wrought to the highest pitch 
as it was by the vigorous exertions of the famous Anti- 
Corn Law League and the stimulus of hunger, and he, to 
his honour, obeyed it I have not followed all the tinkei- 
iiigs and contortions which the shding scale law of 1815 
underwent in the vain efforts from time to tune made to 
construct by its means a perfect guarantee of the gams 
of the l^nd ownmg and holding classes and a certain 
producer of middhng dear bread The most notoiioua 
of these patchings, aheady mentioned, was that of 1828, 
which constituted the price of 62s per quarter the 
caidiual figure, the centre pivot for wheat. At that 
price it was admitted from foreign ports on payment of a 
duty of 24s 8d per quarter, and for every shilhng the 
price fell, la was added to the duty If the price went 
higher then the duty fell, until at a price of 73s it 
reached its minimum of Is per quarter The ascending 
scale was more arbitrary than the descending, as the 
duty went on and off by more irregulai steps No 
trade could be conducted safely under this or any such 
, lule, and aftei various attempts to make the wretched 
law better, the last being m 1843, it had finally to be 
swept away To the late Eichard Cobden and to John 
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Brigit, more than to any other men, the nation owes 
this leform, which has probably done nearly as much as 
all the successive revisions of our tariff taken together, 
to make England the greatest manufacturing nation on 
the face of the earth To-day we are sure of cheap 
hiead, no matter what our own fields may yield The 
world has been by this emancipation made our granary 
But the struggle was prolonged and hitter to a degree 
of which we now have httle conception And even 
at the last the duties on grain weie not aholished at 
once It was necessary to treat the landed interests 
more gently than manufacturers, and three years weie 
given them to turn round, dining which the duties weie 
to fluctuate between 10s and 4s per quarter, according 
to pnoe After 1849 a “registration” duty of Is per 
quartei continued to he charged down to 1869, when 
that too was finally swept away by Mr Lpwe So 
recent is the date when this essential article 6f f#od was 
set completely fi ee 

Lookmg hack over this decade of fiscal legislation, one 
cannot sum results up more concisely than by quoting a 
statement made by Mr Gladstone m his budget speech 
of 1860 Contrastmg that brilliant period with the 
darker time that preceded it, he said — “I take the 
ten years fiom 1 832, the crisis of the Eeform Bdl, down 
to 1841, dunng which our commercial legislation was 
upon the whole stationary, and I take the twelve 
years from 1842-53, within the cucuit of which aie 
comprehended, generally, the great and beneficial 
changes that Parhament has made In the ten years , 
from 1832-41 tins was the state of things You imposed 
of customs and excise duties £2,067,000, and you 



THE EFFECTS OF FREE TRADE 


remitted £3,385,000, exliibiting a balance over and 
above wliat you imposed of £1,317,000 , or at the rate 
of no more than £131,000 a year Noir, observe the 
effect on the state of the levenue During these ten 
years the customs and excise increased by £1,707,000, 
01 at the late of no more than £170,000 a year, while 
the increase of the export trade was £16,156,000, 
or at the annual rate of £1,515,000 Let us take 
the twelve years fiom 1842-53 You remitted during 
that period of customs and excise £13,238,000, and 
imposed £1,020,000, presenting a balance remitted 
of £12,209,000, or an annual aveiage of £1,017,000 
What was the effect on the revenue ? The aggregate 
proceeds of the customs and excise increased by 
£2,056,000, 01 at an annual rate of £221,000 When 
jou remitted practically nothing, your customs revenue, 
in conse^quence of the increase of population, grew at 
the i»te of £170,000 per annum, and wlleii you 
remitted £1,017,000 a year your customs and excise 
revenue grew faster than when you remitted nothing, or 
next to nothing at all I ask, is not this a conclusive 
pi oof that it IS in a gieat degree the relaxation and 
refoira of your commeieial system, which has given to 
tlie coimtiy the disposition to pay taxes along with the 
power also which it now possesses to support theml 
And as to the foreign trade of the country during 
the same period, instead of glow mg at the rate of 
£1,515,000 a year, it giewat the rate of £4,304,000 
Various attempts were made duimg this period to 
reduce the debt, and good resolutions were from tune 

'■ Mr Glaastone’s Finnnual Statements of 1853, 1860 1863, pp 
120, 127 
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to tune formed -nitliout bearmg much fruit. After the 
abandonment of the cumbrous smking fund of Mr Pitt 
and its various modifications, some efforts weie made 
to leahse the ideal of the Fmance Committee of 1828 
It recommended that a real surplus revenue of not 
less than £3,000,000 m each year should be aimed at, 
the money to he applied m reduction of debt This ideal 
was never reached The new smkmg fund estabhshed 
on this principle did little to reduce the amount of the 
debt capital between the years 1829 and 1869 If we 
exclude the years 1860 to 1867, when Mr Gladstone 
worked marvels with the nation’s finance, and take the 
time from 1829 to 1859 only, the budget of the first- 
named year alone shows the ideal surplus of £3,000,000 
ATithout reckonmg the three Crimean "War years, there 
were five years of that period which showed a large 
deficiency, and only two — 1830 and 1846 — which 
the surplus exceeded £1,000,000 Throughout the 
whole twenty-seven years of peace the total surplus 
revenue amounted to no more than £19,400,000, or an 
average of about £650,000 pei annum Throughout 
the entire penod down to 1869, a period of thirty seven 
years — excluding the Cnmean War years — an aveiage of 
only about £1,300,000 was applied out of revenue in 
1 eduction of debt This, however, is exclusive of the 
reduction effected by the operation of the life and 
termmable annuities which, between the yeais 1808 and 
1869, redeemed £98,003,189 of the capital of the debt 
and reduced the annual charges hy £3,017,436 

The method of reducing debt by termmable annuities , 
has always been a favounte one with Mr Gladstone It 
veils the operation of debt-reduction, and, by elevating 
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the reduction of capital to the same level of obligatori- 
ness as the payment of interest, compels the nation to 
pay its debts In time of peace no engine could be 
more efticiont or poiveifid, and it is to be legietted that 
of late years imtoward ciicumstances have prevented 
greater foundations from being laid in this vay for the 
future 1 eduction of debt charges Smce the mistakes 
of 1808 vere corrected, and the conveision of stock 
into terminable annuities placed on a sound basis, theie 
has been much less danger of loss to the nation by the 
operation ^Ye may therefore hope to see ev en greatei 
progiess made ui the pajunent of the national debt by 
this method than anything hitherto done 

Going back to the subject of taxation, it may be said 
that Sir Robert Reel only opened the doois foi our im- 
prisoned industries, great as the progress of the tnehe 
years 1842-53 had been It was left principally 
to Ml* Gladstone himself to carij on the ivork of 
knocking avaj their fetters He had, I suspect, 
more to do mth the reforms of Su Roheit Peel than 
most people suppose, and at all events he leaint his 
lesson well in Sii Eobeit’s school Befoie, honeier, 
pioceedmg to sketch the further taxation refoms ami 
changes in the revenue and expenditure of the nation, 
it IS necessary to mention one othei great emancipa- 
tion, although it affects indirectly rather than duectly 
the subject m hand This was the abolition of the 
navigation laws, which, m one foim or othei, had 
sought to control the sea canjing trade of England 
smce the days of Eichaid II Bom of jealousies, and 
upheld by false prmciples of public policj, these laws 
had especially curbed oui tiade smce the time of the 
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Common-vyealth Tlieir root-prmciple was the exclusion 
of foreign shipping from a share in the carrying tiade 
ot this coimtry, and Cromwell’s “Act of Navigation,” 
which formed the groundwoik and model for all subse- 
quent enactments, was levelled especially at the maritime 
prospenty of the Dutch For just two hundred years 
after his law was passed the foreign tiade of the 
country was hampered by this spirit of exclusiveness, 
and only when the United States took to retaliation in 
1817, and when mantime nations in Em ope threatened 
to follow suit, was any serious step taken to modify 
lestnotions, which for a centuiy or more economists 
and actual facts had been pioving to be suicidal In 
1831, 1825, and 1826, first Mr Wallace and then Mi 
Huskisson procured modifications m the rigour of the 
laws, hut only to a limited extent, since, still pimcipally 
with a view to crush the Dutch and Danes, European 
goods continued to he importable in British shipif alone, 
and a number of foohsh or futde restrictions were mam- 
tamed upon our trade with other parts of the w oild 
Some of the evils wexe got over by a kind of reciprocity 
policy — “I will let m yom ships if yon let in mine,” 
hut it did not irork well, and our foieign trade was not 
really thrown open to the world till 1860, when an Act 
passed the yeai before, under the guidance of the late 
Mr Labouchere, then at the Board of Trade, came into 
foice Four yeais later our coasting trade was, on the 
motion of Mr Cardsvell, also set free, and since then, as 
every one knows, not only has our commerce expanded, 
hut our shippmg has developed to an extent never • 
dreimt of thirty years ago In unshacklmg the tiade 
of other nations we, in shoit, unshackled our own 
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All these changes told with great force upon the 
wealth of the population, and upon the yield of the 
taxes The gross reyenue of 1841, with the dead 
weight of an unwieldy tariff oppressing the country, 
was little moie than £62,000,000, in 1852, the year 
before Mr Gladstone began, as Chancellor of the 
Exchecpier in Loid Aberdeen’s Administration, his great 
woik of continuing the task of Sir Eobert Peel, the 
gloss income was £57,727,000, and of that the meome- 
tax jnelded only £5,655,000 As he points out m the 
extract given above, with each fresh remission of taxes 
the yield of the customs increased The years imme- 
diately suoceedmg 1853 are burdened by the expenses of 
the Crimean "War, and to a slight extent also by those 
of the Indian Mutiny, but they at least justify all 
that Mr Gladstone said in 1853 m piaise of the income- 
tax as a means of pie\enting unwieldy deficits A 
chaug#m the date of making up the pubhc accounts was 
introduced in 1851, the fiscal year being made to end 
on the 31st of March m each jear instead of on the 
5 th of January, as had been the practice since the 
beginnmg of the century, and tins once more raises diffi- 
culties in the way of making satisfactory comparisons 
It maj, however, be stated that Mi Gladstone in 1853 
repealed customs and excise duties to the net amount of 
£2,088,000, and m doing so got rid of the soap duty, 
and reduced the customs duties on many ai tides of 
import, including tea and fruits Tea had been paying 
2s 2|d per lb Mr Gladstone at once reduced it to 
Is lOd , and had war not inteiiened, his scheme would 
have brought the duty to Is m 1866 Part of his 
reforms was the entire lemission of customs duty on 123 
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articles, which, although allowed to clog the tariff till 
then, hi ought m a revenue of only £63,000 On a 
further 133 articles he made reductions involving an 
estimated loss of only £70,000 Nothing could bettei 
show how much had remained to he done 

More notable, perhaps, than his lemissions weie 
the duties he imposed or alteied Poi the fiist time 
the income-tav was extended to Ireland, and incomes of 
£100 were made subject to the tax, though at a rate of 
5d in the £, as against 7d paid by incomes of £160 
and upwards But the 7d rate was only to endvue for 
tno yeais, down to April 1856, then for other two 
years it was to he 6d , and finally, for othei three it 
was to be 5d , after which Mr Gladstone expected to 
have no more need of an income-tax He did not know 
what lay hefoie him and before the country Another 
important proposal made by him that yeas was a 
modification of the legacy duty, which amouifoed m 
eflfect to the cieation of a new duty on successions to 
life interests in leal and ratable property, and an aboh- 
tion of distinctions in the rates charged to legatees of 
personal estate Out of this new duty alone Mi Glad- 
stone in time expected to get £2,000,000 a year of 
additional revenue, although for the curient year he 
only expected to get an additional £600,000 IVe 
must also mention the mtroduction of the uniform penny 
receijit stamp as a reform of this year’s budget, involv- 
ing in immediate loss by an ultimate gam The results 
altogether of the changes intioduced in customs and 
excise alone was a lemission of taxation of £2,568,000, ' 
although Mr Gladstone calculated that £900,000 of 
that loss would be at once recouped by mcreased cou- 
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sumption But the succession duty was, as will be seen 
later on, too limited in its scope ever to become the 
source of income he expected 

Probably his anticipations would have been justified 
m almost every other respect but for the war At all 
events, the revenue of 1853 showed no loss of elasticity, 
customs and excise yielding fully £000,000 more than 
in the preceding j eai We, however, became involved 
in the Onmean War, and had in the beginning of 1854 
to piovide for a tremendous war outlay Our military 
and naval forces cost the country only £10,326,000 in 
1853 Between 5th Ajiiil 1854 and 31st March 1863 
— a peuod which may be said to have been one of war 
almost throughout, for when the Onmean War was over 
the Indian Mutiny began, and ere the Indian Mutiny 
was well ended, we had to conduct a new war ivitli 
Chma— ►these sei vices cost the nation no less than 
£281?000,000, or an average of £31,200,000 per 
annum The highest year was 1855-56, when the 
total leached £51,661,000 

Such an expenditure led, of course, to an uiciease in 
the debt, and m a few months the effects of the scrap- 
ings and debt-payments of many jeais were completely 
wiped out The debt chaiges had been but £27,977,000 
in 1854-5, in 1856-7 they were £28,786,000 No 
wonder, theiefoie, that the financial year 1854-5 was a 
deficit year The budget unfolded mMaich anticipated 
a deficit of £4,606,000, but the actual shoitcommg at 
the year’s end was moie than £6,000,000, and with 
the heaviest part of the war bdl still to be paid This 
deficit occurred, too, although in the beginning of 
April the income-tax was doubled. Is, added to the 
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spirit duty (8d only on Irish whisky), and an extia 
Is 3d laid on malt, raising the tax to 6s pei bushel, 
besides some additions made to the sugar duties 
These taxes were expected to add eight or nine millions 
to the revenue, but did not yield qmte so much, and 
next year the new Chancellor of the Exchequer, Sir 
George Comewall Lewis, estimated for a deficiency of 
£20,000,000 The revenue he reckoned at £63,000,000, 
and £16,000,000 was raised by loans thiough the 
Kothschilds The terms weio £100 in cash for each 
£100 in 3 per cent stock, but an annuity of 14s 6d 
pel £100, teinnnable in thirty years, was gianted to the 
lenders in addition, so that the Government borrowed 
in reahty at over 3-J — ^reckonmg, that le, the capital 
value of the annuity on a 3 pei cent basis at about 
£14, and including this capital value of the annuity, 
the mcrease in the debt was actually nearly £1 8, 3-5 0, 00 0 
This year, 1855-66, ended with a deficit of* over 
£22,700,000, and the year following with one of 
£3,250,000 In subsequent years, down to 1869-60, 
the moome and expenditure either about balanced oi 
left a shght suiplus, but in 1860-61 and 1861-62 the 
heavy charges of the allied expedition to China again 
produced deficits The nation, however, was very 
prosperous, and scarcely felt small disturbances of this 
kind On the whole, too, the vaiious Governments of 
that period followed with tolerable fidelity the pohcy of 
making current taxation bear as much of the war cost 
as possible The Crimean War added only about 
£41,000,000 to the pubhc debt bmdens, although it 
involved a total addition to the national expenditure of, 

I estimate, about £73,000,000 Allowing for discounts 
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on the money raised by loan, it would thus appeal that 
in the three years ended 31st March 1857 about 
£36,000,000 of this cost was met by additional taxation 
Of this, fully £24,500,000 was diawn fiom the addi- 
tional property and income tax, and about £7,000,000 
horn additional customs and excise duties 

As usual, too, war brought with it a general augment- 
ation of expenditure, and the peace that succeeded did 
not see the figures brought back to their old scale In 
1853 the total cost of the militaiy and naval foices of 
the kingdom was but £16,326,000, mcluding £260,000 
paid on account of the Kaffir War, but in 1858-59 the 
total was £21,728,000, exclusive of £392,000 on 
account of the China expedition and £391,000 “extra- 
ordinary exiienses of the late war with Russia ’’ Includ- 
ing this China Wai, which is put down in the accounts 
as costing from fiist to last £5,524,000, the kingdom 
spent* £111,000,000 on its army and navy in the 
four years ended 31st March 1862, or an aveiage of 
£27,767,000 per annum. Besides the wais, a small 
pait of this outlay was due to the great “fortification” 
scheme, born of one of the “invasion panics” which 
Ml Cobden charged Lord Palmerston with periodically 
raising in this country But allowing for all this, and 
foi any expense that England may have incidentally 
borne m suppressing the InAan Mutiny, the normal 
peace cost of our army and navy had been mcreased by 
fully £10,000,000 a year between 1853 and 1863 
This pait of the national expenditure has never at any 
subsequent date fallen below £25,000,000 a year The 
plea foi this expense is, of course, the need of greater 
efficiency, the Ciimean War havmg proved the army 
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organisation to be m the highest degree imperfect ^ but 
however accounted for, it is a sigmficant fact, and appa- 
rently an unavoidable result of war, so far as this coimtiy 
is concerned 

Mr Gladstone m 1863 had indulged m several 
pleasant anticipations of pi ogress besides the abolition 
of the income-tax, amongst which was a conveisioii of 
a consideiahle portion of the 3 per cent debt, if not 
the whole of it, into a pei cent stock, but war 
nipped them all in the bud, and when he came back 
in 1859 to his old post of Ohanceller of the Exchequer, 
a post he has adorned more than any man who ever 
held it, hiB task was to provide foi a new war, and a 
normal expenditure of nearly £70,000,000 per atuiu tvi 
His diftculties did not lestrain him from again attempt- 
ing to improve the incidence of taxation, and m the three 
budgets of 1860-63 we have a brilliant leooid pf woik 
accomplished in the face of difSculties Seizing intlS60 
the vantage offered by the falling in of £2,146,000 of 
tenmnable annuities, and emphasising the fact that the 
year 1859-60 would close with a suiplus, but for the cost 
of the new China war,i he began to lay the foundation 
of many impoitant fiscal changes to take effect when 
peace should be restored Few changes seemed possible 
that year, hut the commercial tieaty with France had 
]ust been concluded, and left the Government no choice 
but to lower considerably the duty on Fiench brandy 

^ There was actually a surplus shown for this year hy leason 
of a iiajment hy Spam of a debt of £496,386, part of which came 
to hand before the financial year 1869 60 closed The surplus, 
howevei, was only estimated at £65,000, wheieas the blue book 
accounts show an actual sraplua of £1,694,000 
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and on wmo, as well as to abolish wholly the duties on 
manufactures not subject to excise m this country By 
retaining the war-duty on malt, and by adding Id to 
the income-tax, and at the same time providing for the 
collections of three-quarters of it within the financial 
yeai instead of two, Mr Gladstone was able to propose 
a rehef to the taxpaj eis, which he estimated at neaily 
£4,000,000 One part of his scheme, however, the 
abohtion of the excise paper-duty, by which £1,000,000 
of revenue would have been surrendered, was thiown out 
by the Lords in its fiist form, and Mr Gladstone was 
able that year moiely to readjust the import duty, but 
in the succeeding year this tax was wholly abobshed 
The effect of the free tiade changes iiitioduced in 
1860 was, loundly spealang, to knock some 370 articles 
oft the tariff, and to leduce and readjust moie equitably 
those that lemamed In shoit, the era of customs leform 
might ^n one sense be said to have neaily readied its 
close, because of the few articles that now lemamed to 
opei ate upon And the progress, all things considei ed, had 
been lapid “ The numbei of articles subject to customs 
duties,” said Mr Gladstone, “on the first of January 
1842 was 1052 In 1845 it amounted to 1163 articles, 
foi the first operation of the reform of the taiiff was to 
multiply the numbei of articles in consecjuence of the 
tiansition from duties ad mloum to rated or specific duties, 
which of necessity caused an increase of the headings 
under which they were described In 1853 the number 
of aiticles was 466 , lastly, on the 1st of January 1859 
it was 419 His new budget reduced the numbei 
of principal articles to 48, divided into three classes 
1 Budget Speeches as uted above, p 179 
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Suclij hoTvever, was the elasticity of the revenue from the 
increase of consumption and of population, as well as from 
the expansion of trade, that the loss to the levenue horn 
changes of this kind was extremely temporary The 
whole of our recent fiscal history is a complete vindica- 
tion of the policy of remitting and. reducing duties so 
that nothing should lemain on the taiiff ivhicli did not 
contribute a substantial sum to the revenue, and in 
order that it might do so should beai no duty high 
enough to preclude its passmg mto general consumption 
By the remissions of 1860 that ideal was nearly attained 
As an example of how the remissions worked, I may 
mention that the unports of French wines increased at 
once by 127 pei cent on the reduction of the duty On 
the whole of the articles on which the customs duties 
were repealed m 1860 the immediate mcrease m the 
impoit was 40 J per cent, although the year 1861 was 
m some respects a highly unfavourable one in^whioh 
to judge of the purchasing capacity of the nation 

Henceforth the chief task of Chancellors of the 
Exchequer when m a position to remit duties lay in the 
readjustment of the internal revenue In 1861 Mr 
Gladstone accordmgly felt justified m taking off the 
additional penny of mcome-tax imposed the year before, 
his ongmal estimate of revenue, £71,000,000 odd, 
bemg about the largest till then ever made in tune of 
peace — ^for except m China we were then at peace — in 
our history This brought the tax back to 9d on in- 
comes of £150 and upwards, and 6d on mcomes 
between £100 and £150, the scale impose4m 1869, and 
with the repeal of the papei-dnty constituted the chief 
reforms of the year The China War caused a deficit m 
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1 8 GO-6 1 , a vote of credit amounting to £3,800,000 havuig 
been taken for it m July 1860, of wluch £3,000,000 
was spent -witlnn the year, and a further £1,000,000 
was asked for in the estimates of the current jear 1861- 
62 Yet Mr Gladstone felt able to remit taxes to the 
net amount of fully a million and a half withm what 
remained of that year, and equal to at least £2,000,000 
on a whole year’s revenue He also made minute 
changes all tending to reheve the population or unfetter 
trade, such as the reductions m the cost of hawker's’ 
licences, and m sundi'y descriptions of stamps , changes, 
however, which had little effect on the levenue 

Nothing of importance occurred m the budget of 
1862 except the abolition of the customs and excise 
duties on hops, and the leadjustment of the wine duties 
in the form that has been retained till the present 
day In 1860 four different duties were established 
— ls,*ls 9d, 2s 5d, and 2s lid, the lowest being 
payable on ivine undei 18 degrees of alcoholic strength 
Subsequent to 1862 the duties weio Is per gallon 
on wmes below 26 degrees, and 2s 6d on all above 
that strength up to 42 degrees This, though imperfect 
still, was an important simphfication of a cumbrous, 
though much reduced tax Brewers’ licences weie also 
readjusted in such a manner as to make them compen- 
sate in a measure for the loss of the hop-duty, but 
altogether the changes did not afiect the estimate of 
revenue to an amount worth mentiomng one way or 
another The absence of further great reductions this 
year was not due to any growth m the oidmary expendi- 
ture of the nation On the contiary, that was becoming 
upon the whole reduced m spite of the large amounts 
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devoted to foibfications, still it was about £70,000,000 
all told, and lepresented an enormous expansion on ten 
years before Once rid, however, of the China War 
charges, the countiy began to enjoy some taste of the 
benefits accrmng fiom the large reductions in the debt 
and other chaiges, and the expenditure for the year 
1863 64 was only £67,849,000, including £800,000 
spent on fortifications That of the succeeding yeai 
was less still by about £800,000, and that of 1865-66 
fell to £66,467,000 A shght mciease took place m 
the expenditure of the succeeding year, but the revenue 
insured, notwithstanding, a large surplus at the year's 
end In these two years £1,180,000 was spent on 
fortifications As the revenue continued to maintain 
its level of over £70,000,000 in each of the two first 
yeais, and as — always except in China — peace was 
maintained throughout the whole six whose, budgets 
were introduced by Mr Gladstone, it follov% that 
this was one of those happy periods, all too hiief and 
infrequent, of taxes remitted and of debt reduced 
The progress would probably have been greater than 
it was in both directions had not the Ameiican Ci\il 
War put so severe a stram upon our cotton indus- 
tries , and yet the effects of the cotton famine were 
marvellously shght upon the revenue Directly the 
pressure was taken ofif our commerce hounded forward 
fastei than ever, but even m 1864 Mr Gladstone was 
able to declare that our foreign commerce was nearly 
threefold what it had been in 1842, when the free tiade 
pohcy first began to take sohd effect In 1863 Mr 
Gladstone, so far from hemg embarrassed by the cotton 
famine, was able to foresee a surplus of over £3,700,000, 



IT] KHANCUl HISTORY SIKCE 1863 93 

and on the strength of it he reduced the income-tax 
from 9d to 7d, readjusted its incidence on small 
incomes, proposed to reduce the tea duty down to Is , 
and equalised the duty on chicory and coffee Ho tried 
also to tax public chanties and trust- corporations, but 
the clamour raised in the name of chanty against that 
proposal insured its defeat The amount thus lost to 
the revenue Mr Gladstone estimated at £216,000 per 
annum, taking the income-tax at 7d in the £, and it 
was and is no doubt an anomaly that pioperty of this 
kmd should go tax free Pubho opmion, however, has 
never expressed itself very forcibly on the subject, and 
the question is not likely to come up agam now until 
the much greater one of the misuse of charitable funds 
grows burning 

The three years 1864-66 weie uneventfully pros- 
perous, and their budgets do not need to be detailed 
Each ^ear Mr Gladstone had to deal with great esti- 
mated surpluses, and each year he reduced taxation, 
paid off debt, and mcreased the economical worlung of 
the admimstration Eeforms m this last direction were 
much needed, but the lange ovei which they could be 
applied was very Innited Debt and so-called national 
defence absorbed together about 83 per cent of the free 
revenue, leavmg only 17 per cent for civil pui poses, and 
in the matter of the debt and the military soivices 
economies were very difficult Some progress, however, 
was made in reducing the debt charges, which were 
±250,000 less in 1866-67 than m 1860-61 The cost 
of the aimy and navy was also considerably reduced 
between 1863 and 1867— about £2,280,000, if we 
exclude the annuities paid each yeai for “fortifications ” 
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But veiy little was done to reduce the civil charges, some 
ol the Items m which, such as salaries and cost of collect- 
ing the revenue, had an irrepressible tendency to grow 
More might have been done to reduce debt had taxes 
been retained, and the surpluses employed to buy in and 
cancel stock Mr Gladstone, howevei, preferied to 
remit taxation, and only m Ins last year of office did 
he retain any considerable sum with which to pay off 
debt The lemissions of 1864 amounted to more than 
£3,000,000, includmg another penny taken off the 
income-tax, and considerable reductions of duty on sugar 
and molasses, that on refined sugar being reduced from 
18s 4d to 12s lOd per cwt In 1806 the remissions 
weie largei still, the estimated surplus bemg over 
£4,000,000 Twopence more was taken off the income- 
tax, 1 educing it to 4d , and bnnging m sight once more 
Ml Gladstone’s goal, its total abolition The "tea-duty 

was leduced by one-half from Is to 6d , and thb duty 
on fire msnrances was lowered to the uniform rate of 
Is 6d per cent These remissions amounted m all to 
about £5,344,000, and yet, in the succeeding year, such 
was the elasticity of the revenue, Mr Gladstone could 
agam count on a surplus, which he estimated at 
£1,350,000 With this he abolished the duties on 
timber and pepper, and reduced the customs duties on 
bottled wines of less than 26 degrees of strength, makmg 
also various other changes involving a loss of revenue to 
the estimated amount of £601,000 The balance of the 
smplns was to he directed to sinking fund purposes by 
Mr Gladstone’s favouiite method, the creation of 
termmable annuities , but the commercial crisis, the war 
between Prussia and Austna, and Italy and Austiia, 
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With the disturbed state of the Continent which these 
stiuggles induced, and above all, the enfeebled state of 
the Government, soiely tiled by the opposition and the 
“ Adiillamites ” on its lefoim measures, led to the aban- 
donment of the scheme Next yeai, however, it was 
partially adopted by Mr Disiaeh, who was at first 
Chancellor of the Exchequer in the short-lived adminis- 
tration, of which he became the head on Lord Derbj ’s 
resignation of the Premieiship in the beginning of 1868 
He conveited £6,000,000 of stock, costing £180,000 
pei annum in interest, into an annuity of £414,000, ex- 
piring in April 1885 Of the gross estimated surplus of 
£1,200,000 he proposed to keep £250,000 or so against 
contingencies , and the resolution was wise, for owing to 
the Abyssinian Wai, and to the inciease in the general 
costliness of the public sei vices, the year ended with 
a consi4erable deficit kir Disraeli estimated his 
revenue at £69,340,000, and the actual income was 
£69,600,000 But the expendituie, instead of being 
only £68,134,000 as estimated, reached £71,759,000 
Deducting £2,000,000 chaiged that year to the war, 
the oidinaiy expenditure still exceeded the estimate by 
fully a million and a half, about £700,000 of which 
was due to the inci eased cost of the civil administiation 
The period of surpluses was thus for the time at an 
end , that of free expenditure, deficits, and increased 
debt, again in full swing A Novembei session of Par- 
hament was necessary in 1867 to sanction the credit ot 
£2,000,000 asked foi the Abyssinian War, and in April 
1868 the new Chancellor of the Exchequer, Mi Ward 
Hunt, had to laise the mcome-tax to Gd He estimated 
the total cost of the war at £5,000,000, and thought that, 
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With the help of the additional twopence of income-tax 
and £1,000,000 of Exchequer hills issued m anticipation 
of the proceeds of that tax, he would not only pay 
eveiytlimg, but leave a surplus of moie than £700,000 
at the year’s end. He was fai too sanguine The war 
cost £2,000,000 more than he counted on within the 
year, and when the accounts were made up at the year’s 
end they showed an mcome of £72,692,000 from 
ordmary souices, and an expenditme of £76,491,000 
The deficit, therefore, was nearly £3,000,000, and this 
the new Government had to face when it came into 
powei This was a marked change fiom the years that 
pieoeded 1867, and it is worth while loobng back a 
httle to sum upi the results of one of the most pros- 
perous periods in the financial history of the country 
Between 1869-60 and 1866-67 Mr Gladstone re- 
pealed and reduced taxes to the net amount.of moie 
than £12,200,000 Granting that £2,146,000 ef this 
was made possible by the falhng in of that amount of 
terminable annuities in 1860, there still lomams fully 
£10,000,000 of taxation remitted, in spite of seieial 
adverse ciicumstances, chief among which was the Chma 
War This figuied m the estimates, as has been already 
stated, for £5,524,000, but Mr Gladstone put its total 
cost at £7,564,000, and it was met from revenue 
Considerable additions were dining this time made to 
the cost of the national debt through the creation of new 
terminable annuities, but, except foi the “foitifications" 
scheme, this implied no addition to the debt capital 
On the contraiy, a steady reduction went on, of which 
the countiy is even now reaping, or will very soon reap 
the fruits All this was done, and yet the ordinary 
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ezpenditoe was brought down from about £7 0,000,000 
in 1860-61, to £66,467,000 m 1865-66, the last com- 
lete yeai of the then Government 

In two years’ time the good effects of this economy 
were nearly obliterated, m part by the war, but also 
perhaps partly because, in 1866, the nation suflered 
from a financial " panic,” not exceeded m se\ erity by 
that of 1825 Its effects lingered till 1869, and with- 
out doubt told upon the revenue But the expenditure 
likewise grew Excluding the Abyssinian AYar charges 
altogether, and deducting besides the £264,000 net 
added to the debt charges by Mr Disuieli’s annuity, we 
find the oidmaij expenditure of 1868-69 back again 
at almost exactly £70,000,000 Deducting the outlay 
on foitifications for both years, as well as every other 
“extiaordinary” outlay, and Mr Disiaeli’s annuity 
charge, the exact figures were — 1865-66, £63,907,430 , 
1868-69, £09,701,909 This gnes a difference of 
£3,794,459 in favour of the eailiei date, ceitamlj a 
rapid expansion, for which it is difficult wholly to 
account It may, however, be mentioned that the 
outlay on public buildings was greater by £300,000 in 
1 8 6 8-6 9 than in 1 86 6-6 6 , that nearly a million more was 
spent on law and justice , and that the cost of collecting 
the revenue rose by nearly £400,000 “ Superannua- 

tions and chanties ” also took about £50,000 more, and 
there was a slight increase in the chaiges for salaries in 
the public departments, but these minor alterations are 
merely mcident to the conditions upon which the public 
departments are established And as for the greatest 
increase of all, — ^that under the headmg law and justice, 
— ^it was due, for the most pait, to the arrangements 



THE NATIONAL BUDGET 


[OHAP 


tten teing made for the erection of the new central 
Courts of Law, now nearly completed The “Carey 
Street site,” ultimately purchased, cost about the sum 
represented by the mcrease 

The financial histoiy of the years 1869 to 1880, over 
which we must not Imger long, is fully as chequered as 
that of any time within tbo Reform period. After 
1868 sui pluses were again for a time the rule, and 
they for the most part comcided with a time of unex- 
ampled prospenty The tiade of the country, to use a 
phrase become haolmeyed, moved forward by “leaps 
and bounds,” and attained dimensions never before 
heard of The revenue was therefore elastic, and the 
management of the national finances reasonably adroit 
and economical Hence, up to 1874, the remissions of 
debt were large, and the reforms in taxation considerable, 
notwithstanding a few rather untoward crrcumstances 
There were no wars, but sundry bills arising oua of old 
strifes fell to be paid Wlien Mr Lowe, as Chancellor of 
the Exchequer in Mr Gladstone’s Administration, formed 
in December 1868, brought in the budget for 1869-70, 
he had to provide for a furthei £2,000,000 on account 
of the Abyssmian "War Ongmally estimated to cost 
£3,000,000, and then various sums uji to £7,000,000, 
it ultimately cost about £9,000,000 Mr Lowe would 
theiefoie have had no surplus worth mentionmg had 
he not followed Mr Gladstone’s example at an earher 
period, and rearranged the collection of sundry assessed 
taxes, and the land and income tax, and house-duty, so 
as to make them payable in one sum in the fiist quarter 
of the year This readjustment, much cned agamst at 
the tune and since, hut, on the whole, a most economi- 
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cal and satisfactory one for the people, gave him a sur- 
plus of £3,382,000, with which he proceeded to repeal 
the “ registration ” shilling duty on imported com, the 
fire insurance duty, and a penny of the income-tax, 
reducing it to 5d Sundry petty duties, on hair-powder, 
post-hoises, cabs, and carnages, were also either repealed 
or largely reduced , and hcences for the sale of tea were 
abohshed — the whole of the changes involimg an ulti- 
mate remission of £3,060,000 of taxes, and givmg for 
the current year a relief of £2,940,000, and an esti- 
mated surplus of £442,000 But with every readjustment 
this great relief could not have been accomphshed with- 
out a return to administrative frugality The charges 
for the army and navy, which had been £26,367,000 m 

1868- 69, without reckoning the war expenditure, were 
at once reduced to £23,323,000, and were kept down 
until the-abohtion of army purchase, and the reorganisa- 
tion solfeme of Mr Cardwell, again brought up the cost 
of the army alone by about £2,400,000 a year, from 
£13,430,000 to £16,862,000, including the expenditure 
of the new army purchase commission Since 1871 
down to 1879, the last yeai for which the item is sepa- 
rately given, the abolition of the purchase of commissions 
in the army has alone cost the nation £4,392,000 

Although the remissions of taxes were so large m 

1869- 70, and the change m the mode of collection so 
much to its advantage, the prosperity of the country was 
so great that next year Mr Lowe was agam in a com- 
manding position foi dealmg with the national finances 
He had estimated for a suiplus of over £5,300,000, the 
actual surplus was £7,869,000 Out of that, £4,300,000 
had been paid for the Abyssmian War, and various 
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other debts wero -wiped out, the total reduction being 
£7,886,000, against which, however, had to be set 
£7,000,000 raised on consols issued to payfoi the internal 
telegraph system then taken over by the Government 
For the current year 1870-71 his estimate was a surplus 
of £4,337,000 , — levenue £71,450,000, and exjiendituie 
£67,113,000, the latter being once moie back to some- 
thing like that of five years before With this surplus 
— forestalling it, as the budget manner is, for the Chancel- 
lor of the Ezchequei, it must never be forgotten, al-ways 
deals with the coming year in his treatment of taxation 
— he took another penny off the income-tax, malang it 
4d , reduced the sugar -duties by fully one-half — to 6s 
per cwt for refined kinds — and made various minor 
changes, invol-ving a net remission of taxation to the 
amount, ultimately, of about £4,000,000, and causing 
an actual loss of about £3,260,000 witlim Jilie year, 
wluch, such was the elasticity of the leventie, was 
nearly half a million less than his estimate The receipts 
for this year weie £69,945,000, and the expenditure 
£69,549,000, so that theie was agam a small surplus, 
although within the year £1,350,000 had been voted to 
provide for contingencies that might arise out of the 
Franco-German War. 

Next year the changes in the army already men- 
tioned — changes mduced and hmried on mainly by the 
successes of Germany — ^involved a heavy inci ease in the 
expenditure, which the Government at once met by 
mcreased taxation, not by debt Mi Lowe estimated 
that the deficit would be £2,713,000, and proposed to 
meet it by partially rearrangmg the legacy and succes- 
sion duties, by which he hoped to get £360,000 more , 
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by mcreasmg the income-tax through a conversion of 
this tax into a late of 8s 4d per £100 for each penny 
levied, and by taxing matches But these pioposals 
tvere not accepted The wealthy classes objected to 
any mciease m the legacy and succession duties, and 
the match-makeis in the East End set up a dreadful 
outcry agamst the match-tax, although it is a tax levied 
in many other countries, and m pimciple as unobjection- 
able as t}ie tax on tobacco or beei Both these pro 
posals, however, had to be abandoned, and ultimately 
2d was added to the mcometax The prosperity of 
the country agam brought the year out with a hand- 
some surplus, and Mr Lowe was able to estimate that 
on last year’s basis tlie year 1872-73 would give him a 
surplus of £3,600,000, so the 2d imposed the year 
before on the mcome-tax was at once taken off again, 
and the Jimit of abatement raised from £200 to £300 
per aiftium, while the abatement itself was fixed at £80 
mstead of £60 He likewise reduced the duty on 
coffee and chicory, and extended the exempitions from 
inhabited house duty to shops and warehouses "With 
all these reductions the actual mcome of this year was 
£76,609,000, or more than that of the year before by 
fully £2, 000,000 From actual taxation the income was 
£1,000,000 more The total was £76,609,000, and the 
total expenditure £70,714,000 Hextyear, 1873 74,Mr 
Lowe was therefore once more able to look forward to a 
great surplus, but the further remissions it might have 
made possible were stopped by the necessity of pajung 
the Geneva award of £3,000,000 to the United States 
on account of the Alabamu claims This was met out 
of revenue, and still there was room for some remission 



102 


THE NATIONAL BUDGET 


[OHAP 


of taxation, for the estimated surplus was £4,746,000, 
such being the marvellous result of the immense busi- 
ness activity of the country The sugar-duties were 
accordingly farther reduced by one-half — to 3 b pet 
owt on refined kinds, and from 2s 4d to 2s lOd on 
the leading classes of law — and another penny was 
taken off the mcome-tax, making it 3d, the lowest 
figure it had touched since its reimposition by Sir 
Robert Peel m 1842 Stdl the revenue giew, especi- 
ally the excise revenue, which, with never a break, 
mounted from about £20,600,000 m 1868-69 to more 
than £27,000,000 in 1873-74 Allowing for the 
transfer of sundry assessed taxes, such as the dog-tax, 
from the headmg “ taxes ” to that of excise, through 
the substitution of licences for duties in 1 87 0, which 
may represent about £2,000,000 of this increase, here 
was surely a marvellous elasticity, justifying Ms. Lowe’s 
sarcastic remark that the country had drunk itsfilf out 
of debt Though sarcastic, it was m a measure true 
The spint^uties alone yielded fuUy £3,200,000 more 
m 1873 than m 1868, and the malt-tax rose m the 
same time by neaily a million and a quarter So m 
spite of reimssions the year 1873-74 showed a gross 
mcome of £77,336,000 , the Alabama claims were paid 
out of the year’s mcome, £800,000 provided for the 
Ashantee War, and yet the year finished with a surplus 
of nearly £1,000,000 

Defeated at the poUs, Mr Gladstone’s Government 
went out of power m the begmnmg of 1874, and the 
Conservatives took its place They found, on the basis 
of the previous year’s taxation, a prospective surplus of 
nearly £6,000,000 — the surplus m which Mr Gladstone 
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saw the realisation of his long deferred abolition of the 
income-tax Mr Disraeli’s Cabinet did not carry out 
that programme, and on the whole it was wise in not 
doing so, for, if unequal in its incidence, it is a just and 
necessary tax when viewed as a counterpoise to the 
other great sources of national mcome which are “ in- 
direct,” and therefore levied, for the most part, upon 
the masses But his Chancellor of the Exchequer, Sir 
Stafford Northcote, took off yet another penny, bnngmg 
the tax to 2d, thus keeping it alive He hkewise 
abohshed the sugar-duties and the horse duty and horse- 
dealers’ hcences This did not swallow all the surplus, 
but the rest was devoted in part to the rehef of local 
burdens, compnsmg a payment of £240,000 for lunatics, 
£600,000 for police rate, and £170,000 of augmented 
rates on Government property, or £1,010,000 m all 
given o^t of imperial to local revenue at one sweep 
In succeeding years that sum was to be raised to 
£1,250,000 by further payments towards the cost of 
keepmg lunatics This was, taken altogether, a very 
dubious use to put the surplus to, and the bad features 
of the budget were not much reheved by the creation 
of £450,000 of terminable annuities, and the shght 
reduction of debt thus provided for However, such 
as it was, this budget embodied the last of the great 
surpluses Henceforth the country was to enjoy for a 
time experiences of another kmd The tide of trade 
had turned, and the wealthy classes, as well as some of 
the great industries, were, for the succeeding half-dozen 
years, to be impovenshed and crippled by the collapse 
of foieign loans and the severe fall m prices But 
although these told upon the revenue to some extent, 
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there was no substantial or important reduction in the 
income for 1874-76 On the contrary, nearly half a 
million more than the budget estimate came m, and 
with economy the Chancellor of the Exchequei ought 
to have been able to look forward to another large 
surplus But he modestly and sensibly, knowing the 
drift of things, contented himself with looking for 
almost none at all, and the only notable feature of 
the year was his institution of a new smlung fund, to 
take effect from 1877 onwaid in the purchase and 
oancehnent of stock This fund consisted m the 
difference between the amount required annually for 
the interest, etc, of the debt, and a fixed sum of 
£28,000,000 to he set aside each year out of revenue 
sacred to its service It, m fact, put this £28,000,000 
into the position of a terminable annuity, hut this 
arrangement only served to demonstrate the impgssibihty 
of paying debt except by means of actually wabsed 
smpluses There is no such thing possible as an auto- 
matic “compound” reduction of national liabilities by 
any other “plan.” 

This the inexorable logic of facts very soon proved, 
for with the outbreak of troubles in Turkey oin Govern 
ment was drawn into various unlooked-foi expenditures 
These immediately exceeded the revenue which had 
begun to show inelasticity through the dulness of trade, 
and was, through the usual growth of expenditure, be- 
ginning to prove insu-ffioient in any case By 1876 the 
Chancellor of the Exchequer, therefore, had to face a 
deficit, and saw m prospect his “ smking fund ” vanish- 
mg It would soon he nearly all required to pay 
interest on the new debt Before the end of 1876 some 
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£4,000,000 was spent in the purchase of a number of 
shares in the Suez Canal from the then Khedive of Egypt, 
hy which means he was sayed from immediate hankruptoy 
This investment has hitherto paid, but other expendi- 
ture did not, and in 1876-77 the Chancellor had to 
put a penny on the mcometax to meet an expected 
deficiency In the succeeding tliree years ending with 
31st Maich 1880 the expenditme mounted to such 
figures that the revenue was totally unable to cope with 
them, although the mcome-tax was raised in 1878 to 
fid m the £, and about 4d per lb added to the customs 
duty on tobacco These, and one or two mmor changes, 
constituted all the additional taxation proposed, and the 
state of the country hardly justified much mcrease of 
taxation Ever smce 1874 its tiade had been to some 
extent depressed, and no longer “bounded" forward 
A time ,of stagnation m the customs and excise revenue 
conseijuently followed the brisk penod, when a lavish 
people joyously drank themselves out of debt, and the 
difficulty of the Chancellor of the Excliequei was to 
know what to do with his surpluses The agucultural 
Intel est especially began to suffer &om a variety of 
causes at the tune when Sir Stafford Noithcote was 
most in need of money, and that rendeied the Goiern- 
mont stiU less willing to directly burden the people In 
short, they followed the middle couise of slightly in- 
creasing the taxes, and leaving the major part of the 
deficits to be made up by boriowmg Partly because of 
this course, but also because of the variety of the claims 
made upon the Government, and the arbitrary settmg 
aside of £28,000,000 a year for the seivice of the 
older debt, the constituent parts of the new debt be- 
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came a little ravelled Money borrowed tbrougb the 
Government for local purposes, and repayable at dis- 
tant dates, was raised by the issue of Treasury biUs 
with three or six months’ currency, and a so called tem- 
porary loan of £2,000,000 to India, repayable without 
mterest m three yearly mstalments, was raised by an 
issue of perpetual consols. In one form or othei the 
floatmg debt grew till it amounted on 31st March 1880 
to £27,346,000, including the unredeemed capital of the 
Suez Canal shares When Mr Gladstone retued in 1 874 
the floating debt was under £4,600,000 At that date 
the revenue was nearly £77,000,000, and a surplus of 
£6,000,000 was anticipated In 1880 the revenue had 
risen to £81,250,000, and there was an anticipated deficit 
on the year of about £3,000,000 Such was the ohange 
that a time of agitated public feeling, of wars and rumours 
of wars, of bad tiade and changes m the treatment of 
the national expenditure, had produced m six* short 
years The contrast may be summed up in a sentence 
During the five yeara ended 31st March 1874 
the revenue aggregated £374,000,000, or an average 
of £74,800,000 per annum, and the expenditure 
£357,000,000, or an average of £71,400,000 On 
the other hand, durmg the six years ended 31st March 
1880, the aggregate mcome was £474,800,000, or 
rather more than £79,100,000 per annum, while the 
expenditure amounted to £481,000,000, bemg an aver- 
age of fuUy £80,000,000 pei annum. Thus loughly 
contrasted, the fust period shows an average expendi- 
ture of fully £8,500,000 per annum less than the 
second, and an aggregate reahsed surplus on the five 
years of £17,000,000, as agamst an aggregate deficit 
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of £6,000,000, exclusive of the greater part of the war 
costs m Afghanistan and South Africa. 

This, however, is not nearly a complete statement of 
the case, for we must look at the amount of debt paid 
off or added in each period, and at the amount of taxa- 
tion repealed or imposed, before a just estimate of the 
altered circumstances can be formed In this respect the 
contrast is also marked, for whereas about £6,000,000 
was paid out of revenue on account of the Abyssinian 
and Ashantee Wars and the Alabama indemnity durmg 
the first period, it was still found possible to remit taxa- 
tion to the net amount of £12,500,000, while the neces- 
sities of the SIX succeedmg years both added to taxation 
and prevented any sensible reduction of debt The 
net remission of taxation, down to and including the 
surplus of 1874, was £16,500,000 At the same tune 
the debt was reduced m amount, not merely by the 
steadj^ operation of the terminable annmties, but by 
actual purchases of stock out of surplus revenue In 
the year 187S-74 alone stock of the nominal value 
of £4,545,000 was thus bought and cancelled, and the 
estimated reduction of the debt by all agencies was 
£27,000,000 during the five years then ended 

In the succeeding years, notwithstandmg the aug- 
mented resources furnished partly by increased taxation, 
the outcome was very different After 1874 there were 
no remissions of taxation worth notice, but taxes to the 
net amount of £5,500,000 per annum weie imposed 
between 1876 and 1880, and the creation of new debt 
went on so fast, m one form or other, as almost to neu- 
trabse both the operations of the terminable annmties 
and the new smkmg fund The official figures place the 
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debt at £774,000,000 on Slst March 1880, as against 
£776,000,000 in 1874, showing a reduction of only 
£2,000,000 liy every agency m the entire period , but 
it would not be fair to say that the micioscopio amount 
of this reduction is meiely the iiroduct of war and 
waste Some £4,000,000 of the new debt was, it must 
always be remembered, the puce of the Suez Canal 
shares The broad fact, however, is as has been stated 
And the jiressure has continued, foi succeedmg budgets 
have piesented none of the features made familiar by 
the prosperity periods of 1860-66 and 1869-74 A 
slight change has been made in the form of a tax by the 
substitution of a beer-duty for the previously existmg 
malt -tax, but another penny had to be put on the 
moome-tax m order to find means to do that This 
penny has since been taken off, without, however, 
affoiding any sohd abatement of the pubho burdens, 
which are now of such a magnitude as to cause ithxiety 
for the future, although, as I shall have to explam 
presently, the enormous growth in the totals of income 
and expenditure withm the last ten or twenty years is 
by no means y^holly the result of moieased taxation 
We have now arrived at the end of the historical part 
of this essay, so far as the national finances are con- 
cerned, and brief and fragmentary as is the story heie 
told, it may, I tinist, enable the reader to comprehend moie 
readily the position of the mcome and expenditure of the 
present day, which is, after all, the most important subject 
to be handled To that we shall therefore now turn 
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CHAPTER V 

THE NATIONAL INCOME OF TO-DAT — ^WHAT ITJS AND 
HOW IT IS COLLECTED; WITH NOTES ON THE EE- 
VENUES OF OTHER NATIONS 

The policy of financieis m England for tlie last forty 
years has been m the main to narrow the basis from 
which the national revenues are drawn This policy lias 
involvejl a larger recourse to direct taxation than was 
custotiary in the immediately preceding period As the 
imposts were one by one removed from articles of con- 
sumption or from the raw materials used in manufac 
turea, the revenue had to be maintained and propped by 
the mcome and piopeity tax The spread of the basis of 
political power outwards m the direction of a complete 
democracy thus had the effect of reversing m consider- 
able measure what had been the controllmg fiscal policy 
of this country, at least since the date of the Restora- 
tion A free trade pohey, in short, meant, and means, 
a return to taxes upon reahsed wealth in some shape, 
and compels statesmen, whether they like it or not, to 
find ways of mcreasmg the burdens of the nch propor- 
tionately as they reduce those of the poor At the 
present time, however, the bulk of oui revenue is still 
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dram from mdireet taxes, from customs and excise 
These, indeed, as will be seen by the table on page 150, 
represent about five sevenths of the entire revenue from 
taxes 

“ Customs ” it may, after what has been already said, 
hardly be necessary to explain are the taxes levied upon 
the foreign trade of the country — the taxes that have 
their prototypes m the old “ customary ” duties of ton- 
nage and poundage, in fact In their modem guise they 
are, so far as England is concerned, duties on imports 
alone, and these duties are confined to articles of luxury 
or of food No impoitant article used in our manu- 
factures remams on the tariff, or hst of duty-paying 
articles So far has this policy of freedom from taxation 
been carried, that for the past decade or so the revenue 
from customs has tended downwards, and tbs tendency 
would seem to point to the conclusion that the Ijmits of 
remission, or possibly, as m the case of tobacco, of ptolific 
yield, had been reached There aie now only ten classes 
of articles upon the tariff, and, mcluding every subdivi- 
sion, less than fifty separate items For practical purposes, 
however, we might say that the number of articles oontri- 
butmg substimtially to the revenue by customs duties is 
only four — spirits of vaiious kmds, tea, tobacco, and 
wine In the year ended 31st March 1881 these articles 
yielded £18,344,000 out of a total customs levenue of 
£19,311,000 It IS obvious, therefore, that most of the 
other articles can only he kept on the tariff either be- 
cause of old usage or for the purpose of counteracting 
some excise duty They can hardly pay the cost of 
collection Chicory yielded only £75,375 m 1880-81 , 
plums and prunes only £16,600 altogether, cocoa only 
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£61,300 j coffee but £200,250, and so on removal 
of all these articles from the tariff, as well as of currants, 
raisins, gold and sdver plate, which only £6400, 
and figs, can only be a question of time Of 
articles the most prolific is tobacco, which oow pays a 
duty of from 3s 6d to 3s lOd per pound when un 
manufactured, and of from 4s Id to 4a lOd on 
manufactured lands, exclusive of cigars, w hicb pay 5s fid 
For the year 1880-81 these taxes yielded £8,669,000 
Next come spirits, of which, however, only t^-o kinds, 
rum and brandy, yield heavy amounts to the revenue 
In the year named the one contributed £2,436,000 anc 
the other £1,679,000, “Geneva" gives but £110,000 
A numbei of other small items, like this last, are 
retained on the tariff under this head to countervail or 
balance excise duties, and contribute altogether o y 
about ^^220, 000 to the revenue Amongst them are 
chloroform, collodion, ethyl, punfied naphtha, varnish oon- 
tammg alcohol, perfumed spirits, such as eau-de cologne, 
etc Some of these articles peld less than £5 in a 
year The basis upon which the customs revenue now 
rests is therefoie veiy narrow Every important 
article is fiee, except one or two articles of consumption, 
and I do not think that any return to the old ways is 
possible 

Excise IS the term by which we designate the c le 
branch of our mtemal revenue This biunch corr(> 
spends in a sense to the old “ tenths and fifteenths 
“ taken out of” the produce of the soil for the goo o 
the State, but m more modern days, smee the creation 
of the hquor duties m the time of Charles II m fact, 
the woid has been used by the people to specify the 
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revenue diapni from beer and spirits or malt Latterly 
tbe Excise Department bas had a wider prospect than 
this, and it may he best deseiibed as the department 
which collects the indirect taxes upon home products 
and wealth That at least is its mam business, and as 
a department it is now merged in that of the Inland 
Eevenue 

This is the greatest revenue-collecting department in 
the entire Admmistration In fact, the two bodies, the 
Commissioners of Customs and the Commissioneis of 
Inland Revenue, may be said to manage between them 
the admmistiation of the entue taxation of the kmgdom, 
and the latter have gradually drawn withm their control 
the distribution of stamps, mchiding the collection, by 
stamp, of many of the fees at the courts of justice, and 
the supply of the post-office, as well as the collection of 
every internal tax levied for imperial purposes. They 
collect the mcome and property tax, the house-dufy, the 
tax on railway earnings, the probate, legacy, and succession 
duties, and the land tax, as well as the duties of the old 
excise pioper This concentration has promoted greatei 
economy in the administration of the revenue, and is 
thus conducive to the puhho good, a multiplication of 
departments and offices being always provocative of 
waste In the year ended 31st March 1881 our cus- 
toms semce cost £992,473, and the Inland Revenue 
Department £1,858,000, the one showmg a considerable 
decrease, and the other an mcroase, on the figures of ten 
years before The increase of inland revenue charges 
is caused by the transfer of minor sources of income, 
such as various descriptions of licences, and money fees, 
to the management of the Inland Revenue Depaitment 
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or the Excise branch thereof Compared with the 
amount of revenue handled, the customs charges amount 
to rathei more than 5 per cent, and the inland revenue 
to about 3f pel cent, on the sums paid into the Ex- 
chequer The cost of the Customs Department, how- 
ever, must tend to appear larger, measured by the 
income it collects, so long as that income diminishes 
It takes the same army of watchers, collectors, and 
supenntendents, to prevent the revenue from being 
defrauded, when the taxes are small as when they are 
large No port can be left imwatched, and the fact that 
so many poits do not yield enough in duties to pay the 
costs of the staff in charge, is an argument used by many 
for the total abolition of import duties But it is difiR- 
oiilt to subscribe to that doctrine 

Inland levenue, as will now be understood, composes 
both dmect and indirect taxes — the latter being the 
more i?iolific of the two, and forming in great part the 
ancient duties of excise The greatest souice of internal 
revenue the country has is dunk Spirits alone jielded 
£14,394,000 m the jear ended 1st Maich 1881, and 
in the piecedmg jear £6,732,000 was drawn from malt, 
besides £028,000 from sugai used in brewing It is 
estimated that the beer dutj, substituted on 1st October 
1880 for these two last taxes, will bung m about as 
much as they did, and about £2,000,000 more is drawn 
fiom various descnptions of licences paid for by people 
dealing in liquors In all, therefore, we mav calculate 
that the single item drink contributes to the inland 
revenue from £23,000,000 to £24,000,000 a year — say, 
at a moderate estimate, £23,500,000 Add to this the 
£6,800,000 or so contributed by the customs duties on 
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spirits, mnes, etc , imported, and we get altogether up- 
■wards of £30,000,000 as the sum contributed to the 
public leyeniie by dunk As the total revenue from 
taxes 13 only £70,000,000 m lound figures, it may he 
said that fully three-sevenths of our whole revenue 
comes fiom this source Under excise we now also find 
many of the old assessed taxes, for which excise licences 
have been substituted, such as the dog-tax, the taxes on 
armorial bearings, carnages, and servants, the game 
hoences, all the liyuoi and eating house licences, and sc 
forth, whose aggregate yield is now nearly £4,000,000 
Part has been, as explained above, only lately put 
uudei the control of the excise This is a measuie of 
administrative economy “ Assessed taxes ” mean taxes 
which are levied by a system of what may be called 
requisition The most stiikiiig examples of them are 
the income-tax ami local lates, and this mode qf collect- 
ing the revenues implies the employment of an frmy of 
assessois and colleotois, — the one for legulating and 
deteimming the amount of the impost, and the other 
for gatheiing it up Papers aie distributed either to he 
filled up, or, where the tax is a specific amount, adver- 
tising the taxpayer of the sum he is to he asked to pay, 
and altogether the system is cumbeisome and costly 
Licences, on the othei hand, may be said to be a means 
of making taxes collect themselves Take the dog-tax 
for example Formerly people weie “assessed” for the 
dog or dogs they kept, and had to make returns, 
and so on Now they simply go to the nearest post- 
ofiEice and pay for a licence or licences to keep a dog 
or number of dogs — the hcence lasting for one yeai 
from January till December Failme to take out 
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this licence involves a fine not exceeding £5 Many 
evasions are doubtless practised, but they probably 
decrease in number, and, on the "vihole, the net yield 
to the revenue by this plan is certainly greater than by 
the old 

Next to alcoholic liquors, as a souice of revenue, 
stands the income tax, which in the leai ended 31st 
hlaioh 1381 yielded £10,776,000 This is the pun- 
cipal direct tax ive non eiiduio, oi latbei under that 
generic name lies a whole system of direct taxation 
capable of great expansion, and in some directions but 
imperfectly develojied As Mr Gladstone said in Ins 
budget speech of 1853, tlus impost is rither a code or 
sj stem of taxation than a simple tax To the bulk of 
the people, however, it is know n in its most obnoxious 
form as a tax upon oidinarj incomes, — salnnes, profes- 
sional evnings, profits of trading, and so forth As«ess- 
meiits 'on these are now made under schedule “ D,” 
which IS the most important of all the fi\e schedules 
into which this sjstem of taxation is subdivided, for 
it ooinjirises, m addition to incomes of this pniate 
character, the piofits of public companies, such as gas 
and water works, or railw a\ s, dividends on foreign and 
colonial investments, as well as the piofits on working 
nunes and quanies, the rents of fishings and shootings, etc 
The next in importance is schedule "A," which eom- 
prises incomes fiom the rent of land and houses, proceeds 
of tithes, royalties, etc MTth this may he classed 
schedule “ B,” which embraces the tax payable by occu- 
piers of land, except nurseiy-gardens, the profits on 
which are assessed, like those of trades and professions, 
under schedule “D” Schedule “C” regulates the 
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assessment on incomes from the public funds, and 
schedule “E” that on incomes derived from official 
appointments, -whether in the public ser-viee or in the 
service of corporate bodies 

Eiom this bnef summary some idea will be gathered 
of the mde lamihcations of this impost It touches 
every source of wealth, all the varied means of subsist- 
ence, from those of the humhle clerk with an income 
of £150 upwards ^ and the annual or triennial assess- 
ments on -which it IS levied foim an inventoiy of the 
national wealth of the utmost value One of the piin- 
oipal objections to the ta-? has relation to its incidence 
on private incomes fiom piofits, etc , which cannot be 
ascei tamed by the assessors except by an inquisition 
revolting to the sense of independence supposed to be 
inheient m the hi east of an Enghshman, and no doubt 
fiauds and concealments in this sense are systematically 
perpetrated by numbers of people, paiticulaily wffen the 
tax IS high Considerable tenderness, however, has been 
shown of late yeais to the man of small income, and 
by the allowances and deductions he enjoys he may be 
sold to have been placed in a position where the tax 
cannot, except m tune of war, be a leal hardship At 
the present scale of duty, 5d in the £, a man whose 
income is just £160 pays 14s 6d per annum, and a 
man "with an mcome of £400 only £6 16 10 If he 
has msured his hfe, it will, by the amount of the annual 
premium, be less than that The hardships cannot 
therefore he gieat, and if it be considered what a 
mighty engine this complex tax has been m the 
past, whether as a means of paymg wai hills, or 
of enabling the Government to unfetter the commerce 
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by winch we live, the good it has done, and may 
still do, must he admitted to have far outweighed the 
evd. 

Our next great source of internal revenue is that 
group of direct taxes which ranks fiist under the head 
of “ Stamps,” called by Mr Gladstone the “ death- 
duties,” and knoivn in ofScial documents as the piobatc, 
legacy, and succession duties Together they yielded 
net in 1880-81 £6,657,393, made up as follows — Pro- 
bate and letters of administration, £3,064,616 , legacy- 
duty, £2,817,655, and succession - duty, £775,122 
Prom these figures it will be seen that Mr Gladstone’s 
anticipations of the yield of the duty on successions to 
real estates imposed by him in 1853 are as far from 
being fulfilled as ever They never can be fulfilled 
while the present anomalies m the tax continue, while 
coiporations who are owiiem of leal estates escape all 
duty, ‘and while the tax is levied on the estimated 
capital value of a life interest, instead of on the lull 
value of the fieehold But, in point of fact, the whole 
of this group of taxes is in urgent need of revision, as 
Mr Gladstone so lucidly explained in one of his Scotch 
election speeches The little done by him in his last 
budget, whereby the collection of the tax on small estates 
was cheapened, simplified, and made more just <uid 
rapid, IS as nothing to what is required Not only do 
the whole series of duties press unequally on small estates 
as compared with large, or favour and exempt leal 
estate to the detriment of personal, but the variations iii 
probate and legacy duties, and the distinctions between 
estates left by w'lll and mtestate estates, aie themseh es 
most vexatious and unfair It is tlierefoie to be hoped 
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that the small mstalment of leform obtained in 1881 is 
but the beginmiig of great reforms 

It IS scarcely necessary to bmden the leadei with 
details of the other items of income grouped undei the 
head of “Stamps ” The largest item is “stamps on deeds, 
etc,” le on leases, mortgages, conveyances of leal pio- 
perty, settlements, and the Idee, which yielded £2,176,475 
in 1880-81, and the total of £4,020,000, received from 
all the mmor sources was made up as follows — Bills of 
exchange, £7 40,000 , compositions for the duties on the 
bills and notes of the Banks of England and Ireland and 
of county hankers, £127,630 , cards, £14,663 , gold and 
silvei plate, £64,414, licences and certificates, £146,444, 
marme msiuance,£l30,383, patent medicines, £139,000, 
patents for inventions, £179,000 , receipt, draft, and 
other Id stamps, £887,300 , and district audit, £26,374 
It wdl be at once seen that several of these imposts are 
of an objectionable kind Some are so becaiTse the 
yield IS so mmute as not to be worth the cost of collec- 
tion. Of these are bankers’ notes, a small item of £322 
omitted from the above list, and playing cards, the duty 
on which ought either to be highei than it is or abol- 
ished The gold and silver plate duty is another tax 
which Ml Gladstone wished to abolish on account of 
its smallness, although m principle it is a perfectly 
justifiable impost Maime insurances ought, I think, 
to be relieved from special taxation, and there is a deal 
of wrong to the inventive gemus of the countiy involved 
in the £179,000 received from jiatents Amongst the 
other duties not specified above, although mcluded 
under one or othei of the heads enumerated, aie the 
stamps payable on the transfer of stocks and shares and 
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other kinds of property, some of -nrliich need refommg, 
only that the jncld may be increased, and the bcences 
of hanlrers, certificates of solicitors, etc, and marriage 
licences, all perhaps fair enough sources of income, but 
at the same time for the most pait petty enough. In 
1880-81, for example, marriage licences produced only 
£4593, conveyancers’ certificates only £233, and even 
bankers'’ bcences gave but £34,470 After 1880 it mil 
be impossible to say -what the jield of receipt stamps is, 
for these stamps are noiv mdistinguishable from the 
penny stamp of the post-office, but the day may not be 
far distant when the post-office itself, ovith all its 
multifarious duties, 'will become a branch of the Inland 
Eevenue Department 

The fees of all the courts of justice in the kingdom 
aie now mostly collected in stamps, and jieldcd 
£656,000 m 1880-81 Some of these are very minute, 
and the* revenue from these sources might perhaps be 
increased without hardship to htigants neie then other 
expenses rendered less burdensome through a simplifica- 
tion of oui legal system, modes of procedure, and laws 
That, however, is not a subject for discussion here 

Theie are but two other sources of income from 
taxation that call for notice One is the land-tax, and 
the other the mhabited house duty The first of these 
has been dwelt upon m previous chapters to an extent 
that precludes the necessity of saying much now It 
yielded only £1,050,467 m the year undei review, and 
IS, m point of fact, rather an interesting relic of 
bygone times than a source of revenue m the modern 
sense of the term As a rehc of antiquity, also, it is 
slowly but surely disappearmg Up to the end of the 
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financial year 1879-80 £840,794 of tlie tax had been 
redeemed and totally extinguished, and I am afiaid that 
this, the least burdensome and fauest of all sources of 
national revenue, -will m time disappear altogether No 
fact m all our fiscal history is so significant of the 
dommance of a .small knot of privileged persons as the 
fact that this tax should be not meiely lodeemable, but 
that wliere rt still exists it should be payable on a 
valuatioa of property made so long ago as 1692, neaily 
two hundred years since Whether, in the coming re- 
arrangements of our system of land tenure, this re- 
markable anomaly may be abolished or not is moie than 
one dare ventiue to predict, but it unquestionably 
ought to be The lent of the soil, or at least that 
portion of it which is in tio sense due to the amount of 
capital sunk therein, ought to belong to the State, 
not to private mdividuals We recognise the tiuth of 
this to the utmost extent m India, but deny it aWiome 
The tax has never been apphed to Ireland Owing to 
its subdivision amongst the various counties in England 
in fixed quotas, this tax falls somewhat unequally on 
various paits of the country, but it is nowhere equal to 
6dm the pound on the present assessment, and in some 
counties where, through density of population and m- 
crease of manufacturing or mmmg mdustiies, the value 
of property has much increased, it varies from about 
Jd to l^d m the pound. And yet the landowners com- 
plain without ceasing of the mtolerable burdens upon 
“ property ” — meanmg “ land ” This may be true in a 
sense because the burdens are not ostensibly laid on 
“ lent , ” but the imperial revenue from this source is 
uudeniably smaller than it ought to be, and many 



LAND AND HOUSE TAXES 


121 


other imposts have to he home just because it 
IS so 

The other tav we have to notice — the mhahited house- 
duty — IS a tax evaded at both ends of the scale By the 
wealthy it is, especially lu country distncts, evaded 
through under -assessment — the true value of houses 
IS not stated Evasions as systematic are common at 
the othoi end of the scale, and this tax, which naa re- 
imposed in 1861 on all houses of a rental of £20 and 
upwaids, m lieu of the old wmdow-duty, is not nearly 
so productive as it ought to be Theie were only about 
1,000,0 00 houses assessed for it m 187 8-79 out of a total 
of 6,476,664 inhabited houses, beer-houses, shops, and 
farm-houses in Great Britain at that date, and there is 
beyond doubt a piodigious number of houses put down 
at just under the £20 limit that ought to be taxed 
How this IS to be remedied it would be diflScult to say, 
unles* the suggestion by the Liverpool Fmancial Eefoim 
Association be adopted, which is to abohsh all limitations 
as to rent, and charge the duty on the oivner instead 
of the occupier On an assessment of 6d in tlie £ on 
shops, beer-houses, and farm houses, and 9d in the £ 
on dwellmg-houses, it yields at present about £1,600,000 
per annum, but were exemptions abolished, and all 
assessments made on true ratable value, it might 
without haidship be made to yield about £3,000,000, 
foi the rentals exempted now from the tax, or under- 
estimated are probably almost equal m amount to the 
rentals charged 

Here, then, we come to the end of the heads of 
revenue from taxation Before passing to the other 
items which go to make up the gross total of 
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£84,000,000 odd to whicli the income of tte kingdom 
kas now nsen, it may be well to insist a little upon 
the fact that this gross total is no measure of the 
pressure of public burdens upon the people There has 
not, m short, been that gioss increase in taxation winch 
the figuies of the annual budgets would imply An 
increase there has of course been, but the extent of it 
IS comparatively small, only, as the table given at the 
end of Chapter TI will show, some £6,000,000 since 
1858 It need not have been that, perhaps, had we 
been thrifty and piudent , stdl it is something to know 
that the load of mtmial taxes does not su ell appaiently 
faster than the population which bears it increases 
Measured mdeed by the “ pei head ” standard, imperial 
taxation is now lighter than it was in 1858 Then the 
burden was about £2 4 4 per head, now it is baielv 
£2 On the whole, too, the incidence of the taxes now 
falls less upon the poor than it did then No *<« tides 
of general consumption, except tea, tobacco, cocoa, coffee, 
and wmes and alcoliohc liquors, now contribute to the 
revenue, and on all of them, except liquors and tobacco, 
the amount of the tax has been lightened Tea, coffee, 
and cocoa wnll, in all probability, be made as fiee as sugai 
at no distant day, and then little will remain, on the 
customs tariff at least, to which objection can be taken 
The drink tax is no doubt onerous, and the mode in which 
it IS levied on the internal pioduction costly and irksome 
to a degiee, as it involves the supervision throughout of 
the manufacture of spnits or beer by a staff of revenue 
office! s Eeform may, therefore, be needed m the system 
by which they are levied, and in the drmk-licencmg 
system the necessity for reform seems great Possibly, 
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also, the day may yet come -when “ licences ” will here 
also assume, to some extent, the place of duties, to the 
relief of the tiade and of the taxpayer, but in some 
form or other the taxation of dunk must, I fear, remam 
one of the chief sources of the national income 

A word or two must now he said about other 
branches of income which are not taxes Ifirst amongst 
these in antiquity is the revenue of the Crown lands, 
woods, and forests The gross revenue from these 
souioes in 1880-81 was £463,437, and the net amount 
paid into the Exchequer £390,000 This last sum is 
about 5G pel cent of the total income from taxation, 
and lepiesents a mere shred of what the Crown revenues 
ought to have been had the national lands not been so 
lecklessly ahenated 

Very different is the condition of the post-office, 
which, from the small and feeble begmnmgs of the latei 
Stuai# days, and for long by very slow steps, has m 
these times developed into one of the finest busmess 
oigamsations in the world Our post office is the model 
on which all the postal systems in the world have been 
flamed, and the scope of its business is year by year 
extending The annual reports of the Postmaster- 
General make everybody familiar with the details of its 
busmess, so that it is unnecessary here to give many 
particulars, but I must, for tbe sake of the moral, 
enumerate tbe different thmgs it does besides caiTymg 
the letters and newspapers of tbe country It is a great 
transmitter of money by means of its post-office orders 
and postal cheques , it is a great bank of deposit and 
mvestment agency for tbe masses of the people, whose 
money it holds at mterest to the amount of almost 
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£33,000,000, an amount which will in all probability 
b& much increased as time goes on , it, as we have seen, 
assists in the collection of the inland revenue by selling 
licences and stamps, and it manages the entiie tele- 
graph system of the kingdom, which has cost the 
country altogether £10,634,000, m part because the 
price paid to the old companies for their lines and 
privileges was extravagant I wish one could add that 
it also fulfilled the functions of a gieat life insurance 
office for the masses, but this part of its business has 
hitherto been a failure 

As a revenue-gatherer the post-office now brings nearly 
£7,000,000 gross, and neaily £3,000,000 net, mto the 
Treasury every year But for the excessive cost of the 
mail-packet chargee, chiefly on the Indian, Chinese, and 
Aiistrahan mail services, it might yield quite £3,000,000 
net, exclusive of the telegraph receipts, which, asAe tele- 
graph has a capital account to wipe off or pay Aterest 
upon, cannot well be taken as free net revenue at all, or 
not as yet to any extent But they figme m the national 
accounts, and therefore swell the totals In 1870 the 
gross revenue of the post office was only £4,670,000, 
and that from telegraphs had only just begun to accrue 
It may therefore be reckoned that fully £2,000,000 
gam from the post-office, and £1,600,000 from the 
telegraph have, since that date, come m to swell the 
total on the mcome side of the national budget, not as 
taxes, but as payment for excellent service rendered 

The last great item on the mcome side remaming to 
be noticed is the “ miscellaneous,” and a very curious 
agglomerate it is It figured for £4,318,000 m the 
accounts for the year 1880-81, and has risen almost 
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steadily to that point from £3,200,000 in 1870 To some 
extent it represents English taxation, but it is cbefly 
of interest foi other reasons. It includes such items as 
“ conscience -money,” the nation’s share m the profits of 
the Bank of England note issue, contributions by 
Colonial Governments, and by India, which may be also 
considered the proceeds of taxation, although not draivn 
from Home sources Perhaps the best way to show at 
a glance what " miscellaneous ” actually is, will be to 
print the following table, taken from the finance and 
revenue accounts of 1880 81 — 


Small branohea of the hereditary revenue 
Bank of England (profits of issue) 

Eeoeipts by Naval and Mihtaiy Bepartinents 
Contiibiitions fiom Colonial levenues m aid 
Ot mihtaiy expenditure 
Aimy PuichasB Commission 
Contiibutions fiom Indian revenues 
Impenfl Ottoman Loan of 1855 
Keooipts by Civil Departments 
Eeoeipts by Eevenne Departments (mcludmg 
packet service) 

Not pioht on Post Office Savings Banks 
Income ot Gazettes 

Savings on grants of Paihament, etc , and 
ovei issues repaid 
Treasury chest 
Isle of Man 
Gicek loan 
Conscience money 
Casual receipts 

Total miscellaneous revenue 


£69,268 2 10 
138,578 0 0 
833,223 5 7 

143,781 0 9 
1,678 8 8 
1,219,162 6 1 
70,804 18 9 
1,262,919 7 3 

392,443 9 0 
125,345 4 11 
10,260 8 0 

1,414 13 0 
4,611 13 4 
10,346 9 1 
7,891 4 2 
6,202 7 8 
1,745 11 4 

£4,289,576 8 7 


Some of these items are, it will be seen, cross entnes, 
and others are payments from foreign Governments on 
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account of debts we have guaranteed for them. The 
third item in the list, “ Receipts by Naval and Militaiy 
Departments," includes sales of old stores, an mevitable 
but very losing business for the country , and the eighth, 
“ Eeceipts by Cml Depaitments," embraces income from 
convict establishments and prisons, county court fees, 
pohce court fines, fees of foreign consulates, income fiom 
sale of Government pnbhcations, couita of justice minor 
receipts, etc etc , but few or none of these can he con- 
sidered in any shape taxation Besides the “miscel- 
laneous” income, there is an item of increasing importance, 
called “ interest on advances foi local worlis, etc ,” and on 
purchase-money of “ Suez Canal shares," which amounted 
last year to £1,248,000 This total must steadily m- 
crease, so long as the present system of lending to local 
bodies continues, but wheie drawn from taxes, the taxa- 
tion that beais it is local, and local taxation must be left 
for discussion to another chapter • 

These, then, are the component parts of the gross 
income, which reached last financial year the total of 
£84,329,000 Of this, in louncl figures, £70,000,000 
came from taxes, leaving over £14,000,000 as the 
gross income from other sources To the revenue fiom 
taxation I estimate that indirect taxes of all kinds 
contribute about £45,600,000 It is, however, not 
possible always to say what is a direct and what an 
indirect tax Railways, for example, pay a tax on then 
passenger traffic, which the Excise Department collects, 
and which came to more than £748,000 last year In 
turn the Companies put it, where possible, on the price 
of them tickets , but whether they did so or not, I am 
doubtful if the tax could be called in a stuct sense 
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clueot So, too, with many descnptions of licences to 
auctioneers, pubhoans, hi ewers, distillers, bankers, com- 
positions for duties payable on the bills and notes of the 
Banks of England and Ireland, bdls of exchange 
stamps, receipt stamps, and so on These are not 
diiect taxes in the sense of the income-tax or the house- 
duty, but neither are they indirect m the sense of the 
Customs duties and the Excise duties on spirits and 
beer It is theiefoie difBoult exactly to appoition our 
taxation between the two categoiies There is a class 
of taxes, for example, which fall on commerce It com- 
piises patents for mventions, bills of exchange stamps, 
patent medieme stamps, marine insurmce duty, and 
leceipt stamps Anotliei falls on certain traders, sncb 
as some of those above enumerated They are minute 
and of little moment to the revenue m most coses, 
but tliejr present difSculties m assigning them then 
pi ope# oategoiy On the whole, I meliiie to class them 
as indirect taxes, because they aie ultimately levied 
on the consumer or ciistomeis of the people paying 
them Other taxes again — such as the dog tax, the 
taxes on aimoiial healings, carnages and seivants, gun 
and game hoences, and most kinds of deed stamps, and 
the ‘death-duties,”— must be classed as direct taxes 
Sepaiatmg the items m this way, we get m round 
figures about £24,500,000 as the amount of the direct 
taxes Taking the varied ciicumstances of oiu- popula- 
tion into account, tins is not perhaps an unfair propor- 
tion, and leads rather to the mfeience that it is the 
modes and means of raismg the taxes, rather than their 
incidence, which needs reformation Still sometbmg 
remains to he done m both respects The anomalies of 
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iustoms and Excise, for instance, are far greater than 
hose of the income-tax. The poor man’s ounce of tobacco, 
ir -which he pays 3d , would cost less than a penny were 
leie no duty upon it He therefore pays a tax of say 
00 per cent on the amount he consumes, while the rich 
lan who buys cigars pays a tax of but from 15 to 50 
er cent So, too, with beer and spints, in a sense the 
:ior man’s drinks, — they pay far more than the iich 
.an’s wme On the light wines of Erance the duty 
mges from an infinitesimal amount to at most about 25 
er cent, whereas on spirits the duty is, I should say, 
ute 200 per cent on the manufactuier’s price, and if 
iblicans’ charges ho added probably 300 per cent 
rdinary beei is likewise taxed to the extent of 100 
sr cent at least, and that is about the weight of the 
ity on common teas such as the poor consume These 
e anomalies that seem to call for reform, and yet it is 
ost difficult to say how such taxes could be* made 
ore equal and just in incidence We cannot return 
ad valoi em customs duties or to taxation by a per- 
ntage on the worth of the article We should lose 
ore than could be gained by so cumbrous a system, 
id specific duties — duties, that is, of fixed amount irie- 
ective of the value of the article taxed — must 
ways press more heavily upon cheap articles than 
. dear 

A comparison of our position as taxpayers -with that 
other nations would be highly mterestmg, but is at 
St very difficult, and m the limits of such a work as 
LS nearly impossible National conditions and sys- 
ns of taxation vary so much Eor example, the 
ration of the XJmted States has been thrown almost 
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entirely on mrlireet sources, because the Fefleral Got em- 
inent has extremely little power over the internal 
government of the country That belongs to the 
several Stxtes composing the Union Foi similar 
reasons Germany is in the same position, and before 
one could estimate the chaiacter or incidence of its 
taxation, an analysis of the leveniies of the contiibutorj 
states Tvould be necessaiy So also wnth a country 
like Austria, split into tivo liahes, the one almost 
entiiely agianan, the other peopled by -vaiious races, 
some ■with industrial capacities, some pastoral, and so 
on Only in the case of homogeneous countnes like 
Fiance, Spam, Belgium, and Holland, could a dehuite 
basis for comparison be reached, and even in most of 
these the circumstances of the peoide must be taken 
into account 

In the concluding chaptei of this book will be found 
a tabli? relating to the impel iil and local taxation ot 
other countnes and oui owni, to which little can be 
added. Itnia}, howe-ver, be stated that, lea\ing taxa- 
tion on land apart, no countiy tolei ites at the present 
day so much direct taxation as our ow n In France, 
for instance, Customs and Excise togethei lepiesent 
about 41 per cent of the entire imperial lexenue, and a 
minute system of indiiect taxes has prevailed, especially 
since the war of 1870-71 The people liaic to pay 
taxes at every turn sugai, silt, paper, mineial and 
other oils, candles, doors and wmdows, carnages, horses, 
■wmes, advertisements, and many trades and professions, 
are all subject to imposts Tobacco is a strict goiein- 
ment monopoly administered foi the profit of the State , 
the earmngs of the railways are leaned upon to the 
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extent of more than £3,000,000 per annum , and so 
foitb These taxes, of a more or less indirect chai icter, 
aie all borne by the people rathei than an income-tax, 
or any heavy direct impost other than the land-tax and 
legisfciation duties, -which together yield in Fiance about 
£26,000,000, or some 23 per cent of the whole ordinaiy 
income of the State Customs duties yield fiom twelve 
to thirteen mdlions sterlmg, but neither in Fiance noi 
in any other great country can we measuie the weight 
of these duties by their amount No nation except 
England has adopted coidially and fully the prmciple 
of imposing taxes for revenue purposes alone Some 
“inteirsts” aie always considered and to be piotected, 
and accoidingly many Customs duties in nearly every 
country are deterrents of imports, not providers of 
revenue Thus, if by reason of piolubitoiy import 
duties a man pays £10 for a suit of clothes instead of 
£5, he IS taxed foi the benefit of the home piotiicei to 
that extent, but the levenue shows no sign of it In 
this remaik is found another of the many leasons 
against inalung too superficial oi hasty comparisons 
between the taxation of England and that of foreign 
countiies We can teU broadly that no great nation 
IS so hglitly taxed as we aie, but that is nearly all 
On another point we may go faithei and say that, 
in no countiy in the world, except peihups Eussia, is 
so much of the income of the state drawn from alcohohe 
liquors as in England Heie the Excise and Customs 
revenue fiom diinlq exclusive of hcences, but including 
the -wine-duties, amounts to about 38 per cent of the 
whole income fiom taxation, in France it is not more 
than 20 per cent, if so much , in Italy this land of 
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taxation can hardly be said to exist, unless trapped up 
in the ociwts, oi municipal duties, which the State 
collects The manufactiuers of drinks of all kinds pay 
hcences in Italy, in common with the sugar hoileis and 
gunpowder manufactuieis, hut the total receipt fiom this 
somce did not amount m 1879 to £350,000 In Ger- 
many the malt and spirit taxes appear to amount to 
between 10 and 12 pei cent ol the whole, but here coin- 
panson is vitiated for the reason above given The 
drink revenue of Russia, however, is the greatest the 
empire has, and amounts to nearly 45 per cent of the 
whole income from taxation 

Most Continental states, it may also be worth men- 
tiomng, receive larger amounts fiom state piopeitj and 
mdustnes conducted by the state than we do No 
post-office m existence yields such an income as ours , 
but the Goveinments of Geimany, Russia, Austria, 
Fiancef ftolland, Belgium, and Italy, aie all, to a gi eater 
or less extent, the owners of the railw ays within then 
territories, and fiom these they all draw moic or less 
revenue, although, as they have also contracted debt in 
building aud buying them, it does not follow that much 
or any of this leveniie is net gain These properties, 
in short, are in the position of our telegriph system — 
they have a capital account to leckon with, and mav, 
tiU that IS lediiced, or the countries moie developed, 
involve an iiiciease of taxation vvhde seemingly pi educ- 
ing a satisfactoiy increase m the gross revenue AVlut 
the ultimate consequences of great possessions of this 
kind may be upon civil freedom and industiial pro- 
gress IS a question well worth the attention of political 
students 
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CHAPTER VI 

HOW THE NATIONAL INCOME IS SPENT — CONTRASTS AND 
COMPARISONS WITH OTHER COUNTRIES — THE 
METHOD OF THE BTOOET OR ANNUAL NATIONAL 
BALANCE-SHEET, AND PARLIAMENTARY CONTROL 

On the e'lpenditure aide of the national accounts the 
first great item is interest and other charges on the 
national debt Sir Stafford Nortlicote fixed the perma- 
nent charge, as he called it, of this debt at £28,'bft0,000, 
and the effect of this plan was, when deficits accrued, 
to swell the floating obligations, which were tieated as 
something distmct from the permanent debt Accoid- 
ingly the actual total charges of the debt have exceeded 
the amount set aside every year since this plan was 
inaugurated While a few hundred thousands were 
yearly paid off by the new sinking fund, millions weie, 
on one score or other, added to the capital of the debt, 
until last year the total interest, annuity, and sinking 
fund charges upon it amoimted to £29,575,264 De- 
ducting the sinking fund for that year, £361,402 , the 
charges on the money raised to pay for the Suez Canal 
shares, £199,864 , and the interest on loans laised for 
local purposes, and paid for out of local rates, £465,182, 
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in all £1,006,438, tlie sum paid for mteiest, etc , on the 
debt out of the national income 'was £38,468,826 
This proves how impossible it is to leduce debt without 
surplus revenue to do it by, and, m fact, the “ permanent 
charge ” of the debt is now fixed at £28,800,000 Of 
this sum £21,494,578 is absoibed by the mtoiest ot 
the various desoiiptiona of funded debt, £208,7 62 going 
to the Banks of England and Ireland for “ management,” 
and the rest for interest This, however, does not 
include £61,478 paid as interest on the £3,000,000 
laised by consols as a “temporary loan” to India 
That loan has smce been included in a fiee grant of 
£6,000,000 to India on account of the expenses -of the 
late Afghan War, but it stiU stands outside the permanent 
debt Annnities absorb £0,852,636 of the balance 
These aie of several descriptions Fust we have hfe 
annuities amounting to £941,461, and then come a 
series <)f annuities created either for public works, or, 
as already mentioned, for the purpose of pajing oft debt 
in the manner proposed by Mi Gladstone in his budget 
for 1881 82, but not earned out Included in these, 
also, IS the heavy short annuity of £1,350,583 created 
by Sii Stafford Northcote in 1880, to pay off £6,000,000 
of the floating debt In all, these various teimmable 
annuities absorb £5,841,813, and they aU expire some 
time in 1885 Sundry other annuities of a minute 
character make up the total given above The largest 
IS the Bed Sea and India Telegraph Annuity of £36,000, 
which does not cease till 1908 Unless changes are in 
the meantime mtroduced, involving an extension of 
Sir Stafford Noithcote’s five years’ annuities, nearly 
£6,000,000 will, m 1885, cease to be a charge upon the 
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revenue of the Grown, and the debt of the nation will 
be reduced to a capital sum of less than £720,000,000 
all told So long as the nation is wilhng to beai the 
burden, it may be presumed, however, that the bullc of 
this sum will be made available for the cieation of 
fuither large amounts of terminable annuities, having 
foi object anotbei great reduction in tbo amount of tbe 
debt The whole position of the floating debt requires 
overhauling and readjusting, and this will doubtless be 
done at no distant day if Pazhament can be got to work 
In that overhaul the teiminable anmuties may play an 
impoitant pait That being the case, their operation as 
now organised is worth a word of explanation It 
might be possible, through the insurance companies, who 
possess more than £120,000,000 of invested funds, to 
pay off large amounts of consols by means of money 
laised on these annuities, but tbe Government follows a 
safer and simplei plan The Hational Debt 'Obmmis- 
sioners, as holdeis of the savmgs bank funds and the 
funds of estates in Chancery, are obliged to possess 
consols to tbe amount of moie than £1 00,000,000, and 
eveiy now and then, when the Government has the 
means, it says to these Comimssioneis— “ Sell to us ten 
twenty, forty mflbons of your consols, in exchange for 
an annuity terminable m so many years ” This is done, 
stock to the amount hxed on is cancelled, and, m lieu of 
it, the Commissioners get an annuity calculated to re- 
coup to them their capital and the interest at the late 
of 3 per cent for the whole period of its currency It 
will be seen, therefore, that, by vu-tue of the various 
annuities they hold, they must always he large buyers 
of Government stock, as they are bound to replace their 
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capital and hold it at the disposal of the true o-vraers 
Moieover, as an annuity draws near its term their pur- 
chases become heavier and heavier, because a larger and 
laiger pait of the annuity represents capital and a smaller 
part mteiest with each year of its currency Hence the 
powerful influence which the curient annuities have 
upon the puce of consols They have been in emstence 
foi so long that the bulk of each annuity is applicable 
to the puichase of stock, and the Commissioneis are 
aocoidingly buyers to the extent of probably quite 
£5,000,000 a yeai at the present tune, uiespective of 
the amount bought -with new funds placed in then 
hands, by the thrift of the community, through the 
savings banks 

Besides the debt of all kinds, the following charges 
are laid upon what is called the Consohd ited Fund, and 
form m other words what might be called a first charge 
upon«t£e revenue — civil list, £407,629, annuities and 
pensions, £310,706 , salaries and allowances, £93,650 , 
courts of justice, £596,273 , and miscellaneous services, 
including the cost of locahsing the mihtaiy forces, 
£262,510 The first of these items includes £60,000 
paid to Hei Majesty’s piivy purse, £131,260 foi salaiies 
and allowances to her household, and £172,500 for the 
expenses of that household Then Her Majesty also 
gets £13,200 for royal alms and special seivices, and 
£22,629 IS paid away m small pensions, some of which 
fall to poor or aged authors Besides these charges the 
various members of the royal family have annuities to 
the amount of £161,000, exclusive of the pay drawn 
by some of them out of the amount voted for the forces 
This sum foims part of the second item, which also 
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mcludea £39,000 per annum paid to certain families 
for naval and military services rendered to the Ciown 
Amongst these pensioners are the Dulce of Mailboiough, 
whose family has enjoyed £4000 pei annum since 
Queen Anne’s day, and Eail Nelson, whose family has a 
perpetual pension of £6000 per annum These aie the 
two largest perpetual pensions of this class The rest 
of the pensions making up the £310,706 are of a mis- 
cellaneous character, and m tlio main represent, possibly, 
not unfair equivalents for services rendered oi vested in- 
terests abandoned , but they mclude £4000 a year paid 
m perpetuity to the heirs of William Penn, and one or 
two smaller sums of the same character The thud 
item, “ salaries and allowances,” embraces the salary of 
the Speaker of the House of Commons, subsidies of 
£21,040 to the Scotch Church, mcludmg £2000 per 
annum to the High Commissioner to the General 
Assembly, and £8364 to the ecclesiastical estahri&hment 
of the West Indies, annuities to the Scotch Univeisi- 
ties and the Queen’s Colleges ui Ireland, emoluments of 
the Lord Lieutenant of Ireland, and other small items 
No explanation is reqmred of the fourth item, which 
mcliides most of the salaries of the Judges of the Umted 
Kingdom, the Scotch Sheriffs, and a numhei of minor 
officials, as well as considerable but dimimshing sums as 
compensations for abolished offices Some of these last, 
however, are m perpetmty 

Next to the debt, the two greatest charges upon the 
national exchequer ale the naval and mihtaiy forces 
and the civil services In last year’s accounts the 
first amoimted to £27,861,636, and the second to 
£15,778,730, exclusive of the cost of colloctmg the 
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reyenue, and the post office, telegraphs, and paciet 
service charges The army alone cost the English ex- 
chequer £15,558,601, incluJmg the cost of the Amy 
Purchase Commission, now a small item In addition 
to the above total, India added to the military charges 
last yeai £1,600,000, of which £500,000 represented 
the first portion of the £3,000,000 to be paid to her 
stdl on account of the grant in aid of the cost of the 
Afghan "War The balance was charged against the 
Indian revenue, and figures as a receipt amongst the 
“miscellaneous” sources of mcome Compared with 
ten years ago, the normal charges of the aimy aie not 
materially greater, but still they have increased In- 
cludmg the cost of army pmchase the amount charged 
IS about £2,000,000 more tlian the average for 1870 
and 1871, about half a million larger than m the years 
1873 to 1876, since which lattei date wars andiumouis 
of wa»s*ohsoure comparisons The cost of the navy last 
year was fuUy £900,000 more than the average cost 
durmg the five jeais of the Liberal Admmistiation end- 
ing with 1873-74 So far as the army is concerned the 
moreased cost may fairly be ascribed to the changes 
that have been going on in its organisation, and that of 
the navy may he due to the desciiptions of vessels that 
have been of late years in vogue 

It IS, however, impossible to account exactly for 
these increases on grounds hke ihis, and we find they 
may to some extent, in the case of the army, be due to 
the imperfect control which Parhament exercises over 
its adnumstration The “ War Office ” and the “ Horse 
Guards ” represent to a considerable extent a divided 
empire In a sense, however, it may he said that the 
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permanent heads of all the Departments of State are 
the true governors of the country, and the ultimate 
regulators of rts expendrture There rs a point helow 
■which no econonusrng Parliamentary chief can go 

As regards the navy, it may he sard that the dominat- 
ing maritime positron of England compels its administra- 
tors to seem, if not to be, wasteful That is to say, there 
13 no improvement in construction, no change m gurmeiy, 
no new invention in the art of destruction, which the 
Lords of the Admualty can afford to neglect Oui 
na-vy must be the laigest and strongest of any in the 
world, both because of the extent of its duties and the 
greatness of the risks it has to msure It is a necessity 
of our position that oui navy should be more costly 
than that of any other nation We spent upon it last 
year £10,703,000, which is about two milhons more 
than 'the cost of the French navy, the only one with 
which oiiis can faiily be compared Both Italy and 
Germany have been making great efforts to improve 
then fighting navies, and spending hea'vy amounts 
thereon , hut neither these countries nor Russia appear 
to devote more than between two aijd three millions a 
year to this object The outlay of the German empne 
in 1877 78 -ums £2,500,000, that of Italy in 1878 
about £1,800,000, and that of Russia in the same year 
about £2,600,000, takmg the rouble at 2s The 
United States of North America, which have no foreign 
possessions to look after, no neighbours to emulate, and 
httle merchant shijipmgto piotect, appear to spend more 
on then navy than these European Powers Formeily 
them navy cost from five to six millions sterling, hut 
latterly the cost has been reduced to about £3,000,000 
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What European countiies lack in this respect they 
moie than make good in the cost of their armies 
Here, however, compaiisons between them and our- 
selves are as difficult and as apt to mislead as com- 
parisons of revenue Our aimy is oigamsed on the 
voluntary enlistment system, whereas eveiy great 
European state raises its forces on some system of 
compulsoiy service In our case, therefore, the cost of 
the aimy la great compared with its numbers, and it 
would probably be greater still but for the extent to 
which our military charges are throivn upon India I 
do not m making this remark allude to the fact that 
India pays over a million sterlmg per annum dnectly 
to the English Exchequer towaida army reciuitment and 
other charges, but to the fact that some sixty thousand 
Eiitish troops are constantly maintained in India at the 
expense of the Indian Exchequer Had we to pay foi 
thes# tioops, as we formerly bad to pay m gieat part 
for the tioops supplied to our English speaking colonies, 
we should find out what an enormously expensive 
maohme our numeiically small army is The men 
composing it have to be better fed. better paid, and 
better clad, than the men of armies raised on the Conti- 
nental systems Moieover, our aimy still siifters from 
the effects of the “pmchase system,” by which it became, 
and was in a mannei mamtamed rather as, a private 
piopeity of the aiistociatic and wealthy classes than as 
an institution of pohce and defence controlled by the 
nation It is foi this leason stiU over-officered, and 
theiefoie overloaded with the higher classes of pension 

anes of men who have in foimer days bought as 

' commissioned officers the light to an annmty foi hfe, 
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or its eqiuvaloBt from tlie public funds As reforms 
are gradually worked out, a defect of this kind may 
tend to be minimised, but in tlie meantime these and 
other peculiarities in our military system vitiate hard- 
and-fast comparisons vuth the cost of the foices of 
othei nations Subject, however, to qualifications of 
this kind, it may be niteiestmg to enumerate the army 
charges of the pimeipal nations already mentioned In 
1877-78 the German army cost m lound figures 
£18,800,000, the French army about £22,800,000, 
the Italian aimy (in 1879) about £7,300,000, the 
Austro-Himgaiian about £1 <1,000,000, including the cost 
of the local militia, and the Eussian about £19,000,000 
Here again the United States is conspicuous by the 
smallness of its army chaiges, which amount only to 
about £8,000,000, but then its army is merely a form 
of mteinal armed police, whereas those of the Coptinent 
and our own are instruments of ofiensiye waifare * 

Uo army of a gieat European state is so small as 
ours, but the basis of an antelhgihle comparison cannot 
be found unless we include India. If this be done, 
and the numbers and cost of the mihtaiy forces of the 
British Empire be thus added together, we find that 
oui regulai or standing army of about 300,000 offioeis 
and men costs upwaids of £30,000,000 a year Weie 
the reserve and volunteer foioes added, the total cost 
would he nearly thiee milhons more than that For 
the sums above mentioned Austria-Hungary maintains 
on the peace footing an army of about 270,000, and 
upholds an organisation capable of raismg the number 
m tune of war to nearly 800,000 , Germany an army 
of 420,000 men, with an organisation capable of raising 
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it to 1,300,000 in time of wai, France an army of 

600.000 men, expandible in wai to a total of nearly 
two millions, Italy an aimy of about 200,000 men, 
with reserves capable of raising it to about 450,000 , 
and Russia an army of nearly 800,000 in peace and 

1.200.000 in war The United States army is limited 
to 26,000 men, and is therefore the costhcst for its size 
of all But taken altogether tins is a very remarkable 
catalogue, with a moral obvious enough 

It IS difl&cnlt to give an mtelligible description of 
the great vaiiety of heads of expenditure included m 
the cml service estimates pioper, and at first sight they 
suggest an urgent necessity for a new classification In 
a country like ours, however, where the centralisation 
of public busmess has, perhaps, too great a tendency 
to increase in any case, and where public mteiests 
steadily multiply, anything hke scientific classification 
must very difficult Still it is not easy to see uliy 
the salaries of Scotch sheriffs should be included in the 
Consolidated Fund charges, while those of the English 
county and pohce courts are for the most part included 
under civil service, or why the cost of the Scotch 
cuminal busmess, the salary of the Lord Advocate, and 
the law court charges m Ireland, should not be aU 
under the one head of judicial expenditure m these 
countries As matters of account it would be better to 
systematise these items, and one suspects also as a mat- 
ter of public economy, for the multiplication of heads of 
account neaily always means incieased cost of adnun- 
istration The “ Consohdated Fund " system, in short, 
ought to be abolished, and the whole of the charges of 
the public service in every department as much as pos- 



THE NATIONAL BUDGET 


sible classified and simplified One may, in short, say 
that the “Consolidated Fund” charges here mentioned 
aie just those old charges that subsisted before the 
modem Civil Service estimates and heads of exjiendi- 
ture were elaborated The Scotch Sheriffs, for example, 
are a much more older body than the English county 
coiut judges, and have therefore in a manner a prescrip- 
tive right to be included in the “ first charges ” upon 
the 1 evenue But it is a right, and involves a distinction, 
of no piactical value No item of expenditure can in 
reality be a first charge upon national revenue It has 
to hear the general administrative charges, of necessity, 
as an equally pressing burden At most, therefore, 
the “ Consolidated Fund ” ought to be hmited to the 
funded debt charges and the annuities payable to the 
Cl own, since the former represent obligations contracted 
with the public, and the latter the arrangement entered 
mto with the reigning monarch This would* •nable 
all legal and administrative charges to be classified 
under then proper heads 

This anomaly apart, the “cml service” expenditure in- 
cludes eiery department of the public service, other than 
the army and navy, and the customs, inland revenue, and 
post ofllce, with its appendages In the £16,779,000 
appropriated to it are included the charges for maintain- 
ing the royal and pubhc bmlchngs and parks, the royal 
palaces, the salaries of officials connected with the 
Houses of Pailiament, except that of the Speaker and a 
portion of that of the Lord Chancellor, the expenses of 
the various minor pubhc departments, local Government 
Board, Lunacy Commissioners, Eecord Office, Public 
"Works Loan Office, National Debt Office, Paymaster- 
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Geneial’g Office, etc, as ■well as tho'^e of the gieat 
departments of State Here we find the charges of the 
Irish Loid Lieutenant’s household, and of the foioigii 
diplomatic and consular services, thepajmeuts out of the 
imperial excheipuer to county piisons, the outlay on 
public museums, on the National Galleiy, on university 
education, grants in aid to the colonies and to Cypras, 
together with all the expenditure on the education of 
the people, and a host of minoi items, including elee- 
mosynary doles of considerable amounts To give a 
detailed account of them uitlun the limits of this uork 
IS impossible, nor would it be of much value if given 
One practical point is to show how this expenditure 
grows, as glow it unquestionably does, it an enormous 
pace Fifteen yeais ago, in 18CC, the total charges 
under this head amounted to hut about £9,000,000, 
including every item, or fully £0,500,000 lesi than 
they io now What is the leason of this gre it expan- 
sion ? Speaking bioadly, the two mam causes aie to be 
found in the lamentable absence of local go\ emment in 
this country, and in the tendency uhich has aiisen, 
paitly from that want, to giant large sums out of 
impel lal revenue in aid of local expenditure In calling 
the ahsenoo of local gov emment lamentable, I by no 
means wish to imply that local government would be 
inexpensive It might be, and wheie it does exist 
often IS, extravagant What I thmk, however, is that 
the imperial tax-payer ought to be, as little as possible, 
responsible foi expenditure ovei whuh he can have no 
control Neither the imperial credit nor the impenal 
budget ought to he charged with the consequences of 
expenditure purely local in ongm and object Even 



144 


THE NATIONAL BUDGET 




T^Leie impel lal aid may lie legitimately givon to local 
objects, It ought, I thmlc, to be given through responsible 
local bodies But be this as it may, of the facts there 
can be no doubt Since 1870, for example, a heavy 
and increasing charge has been imposed on the public 
exolieqiier foi education alone Exclusive of the Science 
and Alt Department, the grants in aid of local education 
for the people have risen from i.2,000,000 in the year 
1873-74 to £3,720,000 odd in 1880-81 — an increment 
of fully £1,700,000, and the probabihty is that this 
item must still uicrease It is, howevei, an item agamst 
which no valid objection can be raised, except, perhaps, 
on tlie responsibihty side’- Of a different complexion 
are some of the grants which now appear m the civil 
service estimates, as a result of a policy begun in 1874 
We now, for mstance, find £671,000 paid foi pauper 
lunatics in relief of local rates, a sum that had no place 
m the accounts seven j ears ago Within the same ^leriod 
£650,000 additional per annum has been added to the 
imperial contribution towards the maintenance of county 
and borough police, and £220,000 towards that of the 
metropolitan force, while about £400,000 has been 
added to the chaige for local prisons These sums 
represent together £1,742,000, which must be con- 
sidered as almost wholly grants in aid of local expendi- 
ture, and I fear it must be looked upon as the result of a 

^ Sulijeot al-ways to tho limitations set forth in the text, it 
may he of interest to state that the sum spent out of national revenue 
for education is, according to lecent budgets, about £3,000,000 m 
Erance, £1,600,000 in Russia, £1,250,000 in Italy, £1,900,000 m 
Austria-Hungary, and £2,000,000 m Prussia, moludmg fine arts, 
science, and medicme 
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very unv ise policy — a policj sure to lead to waste, nay, 
as the next chapter will show, actuallj doing so Added 
to the inci cased charges foi education, we can therefore 
account, luthin half the period that has elapsed since 
18GG, for about £3,600 000 of the additional internal 
imperial evpendituie which has come into being since 
then But all thiough the nuraeious administrative 
dep irtments we hud the same tendency to expansion, 
visible Haidly an item of any consequence shows a 
decrease compared vnth seven jeais ago The Boaid of 
Trade absorbs £72,000 a year more now than it did 
then, the Foreign Office £18,000 more, the Chanty 
Commission £12,000 moie, the Stationery Department 
£61,000 more, the Local Government Board £30,000 
more, refoimatory and industual scliools £45,000 more, 
the Science and Art Depaitment £73,000 more, superan- 
nuations £21,000 more, and £160,000 more is con- 
tiibuted,* pul haps fairlj, to local i<ites from imperial 
taxes m the shape of increased rates on Government 
property Minoi spending institutions tell the same 
story, and making every allowance for the expanding 
necessities of the population, as vvcll as for the tendency 
of everj office to enlarge its requirements, one cannot 
hut think that these figures speak to a tendency towards 
extrav agance 

At all ev ents, increases of tins kind teach one lesson 
— that the Impenal Parliament should exeicise a 
rigoious supervision over all departments of public 
outgoings Theoretically this, of course, is done now, 
hut practically the superv ision both ol Parliament itself 
and of the Parliamentaiy heads of departments is rather 
loose The conditions of Parliamentary life and govern- 
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meat inevitably have this eifect It is interesting, 
however, to see how carefully the rules of Parliament 
now provide for the thrifty, and above all the honest, 
management of public moneys Even were he willing, 
no fust Lord of the Tieasury or Chancellor of the Ex- 
oheqnei could now misapply public funds for any purpose 
whatsoovei, and the charges of this kind sometimes 
heard of in tlie heat of paity strife may be set aside as 
utterly groundless That is not -where Parliament fails, 
or where the rules guiding income and expenditme are 
laefBcient It is in the mastery of details, the grasp 
of the piopoitions of things, and the general absence of 
knowledge of departmental reqmiements 

The general method of preparing the annual budget 
IS indeed about as thorough as it well could he Every 
item of outlay has to be laid before the House of 
Commons eaily in the year Each department prepares 
a huge volume called the Estimates ” foi th® fioming 
year, which is laid before the House at a date ante- 
cedent to that of the budget statement These volumes 
are called the “Army estimates,” the “Ha-vy estimates,” 
and the ‘‘Civil Service estimates,” huge quartos all 
crammed -with figuies and minute entiies of moneys 
wnnted for the forthcoming } ear Upon these estimates 
the Chancellor of the Exchequer — the Fmanoe Minister 
as he would he called on the Continent — bases liis 
estimates of what money wiU be lequiied for the pubhc 
services in the coming yeai, — upon these, and upon the 
actual revenue of the past year If taxes have to be 
imposed, the House of Commons alone has the power 
to decide what these taxes shall be A power of veto 
IS mdeed vested in the Lords, they can reject a money 
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bill en hloc, that is , but once the Hoii'se of Commons 
has given its sanction to a particular land of tat, the 
Loids cannot alter it Usually, but by no means 
alwaj 3, the proposals of the Chancellor of the Etcheqiier 
are accepted by the Commons, and even -nhen they are 
not in detail it is seldom that the items of expenditure 
are objected to The House is siipposeil to go through 
the “ estimates ” in detail , it forms itself into a “ Com- 
mittee of Supply,” and sanctions every item in the 
three bulky volumes, but its members have not as a 
rule knowledge enough of the details to olfer effective 
criticism, and the utmost the Committee c in he said to 
do on the avemge is to render flagrant abuses iinpos 
sible On the average peihaps that is enough 

One very poneiful check upon phenomenal extiava- 
gances is the strictness with iihich the accounts of each 
financial year aie made to end with that year The 
mom^rt the 31st of March ends the halance is striuk 
on both sides, and credit is taken only for the actn d 
money received within the twelve months, viliilo all 
authouty to spend money for aiiv purpose, except the 
Consolidated Fund, immediately lapses If an extra 
credit has been giv en, and, as may often happen, has 
not been all spent within the fiiianoial year, the Govem- 
ment has no power to continue to draw upon it Parlia- 
ment must renew it before another penny can be used, 
and the same is the case with oidinary unexpended 
balances By tins ngorous pioviso all concealment of 
debt and confusion of amount of income and expenditure 
are avoided Each y ear tells its own tale, and each yeai 
the Government m power has anew to submit its esti- 
mates ih now to Parliament 
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A different system pievails on some paits of the 
Continent, notably in Piance and Spain There a tax 
voted for one year, and -whose aireais may not come in 
for twelve oi eighteen months after the year closes, is 
all credited to the year in which it was imposed, and a 
Cl edit once opened continues open till it is spent, the 
expenditure being often m the end debited entire to 
the yeai in which it was sanctioned Under ariange- 
ments of this kind the greatest confusion may easily 
prevail, and it is always thiee or four years before the 
nation can Imow what the definitive expendituie of a 
given year is Indeed it is quite possible to hide that 
impoitant fact from the people altogether, and I believe 
this IS not unfroquently done in Spain But where 
nothing of the kind hai>pena it is a system which always 
keeps the way of concealment open, and even in Fiance 
with its carefully-chosen Budget Committees the true 
state of the national balance sheet is often Ka^d to 
discover An ears of taxes m one year overlap with 
those of othei yeais, credits old jostle ci edits new, and 
amid the confusion the tiiith is smotheied In this 
respect the Enghsh system is a model upon which it 
would he very difficult to improve, but the Geiman 
Government, which has to some extent copied it, is 
restive under its contiol, and seeks to approach the 
French plan hy a system of hienmal budgets 

In another respect also the control of Parliament is 
thoroughly provided for Tlieio is a special Audit 
Department of the Oml Service, whose business it is 
to examine the accounts and vouchers of the entire ex- 
penditure, but, lest this supervision should not he 
sufficient, there is nominated each yeai by the House a 
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special committee of its members, which may be said to 
in its turn audit the Audit Department Before this 
committee all the accounts of the completed financial 
year are passed in review Usually some of the most 
experienced husinesa men in the Commons are upon 
this committee, and its reports often contain lahiahle 
infoimation regaidmg the spending depaitments, as well 
as useful suggestions A body of this kind sometimes 
does more good, in short, than the House itself sitting in 
“ Committee of Supply” and hurrying the votes through 
with express speed in the small hours of the morning 
Minute inquiries are occasionally made by it into the 
reasons why certain items of expenditure have occurred , 
it discusses claims for compensation, giants aud special 
disbuisements, in addition to the oidmarj outgoings of 
the department, mainly, to be sure, upon the information 
and advice of the departments themseh ts, but still with 
a ceitain independence of view and judgment ivhich 
must be valuable Even this body, how ei er, can hope to 
master only fragments of the huge volume of business, so 
to speak, transacted by the departments, and as a judge 
of the great bulk of the departmental requnements is 
almost powerless But that is only another wav of stat- 
ing a defect common to all representative institutions 
The expenditure of the post-office and of the 
telegraph seivice comes under a different category from 
that of the ordinary sei vices, but it is also nominally 
just as much m the control and under the supervision 
of Parliament as any of them It is an expenditure 
that must grow, of course, with the gtowth of business , 
and, all things considered, it is probably a sign of cheap 
administration that the expenses of these dejiartments 
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together sliould be only 56 per cent of the gross income 
The true economy here, perhaps, would he a higher 
rather than a lower ratro, and recent changes must, 
at least temporarily, cause it to go up In the above 
proportion it should be stated that the cost of the 
packet service is not included. That is a thing by 
itself, and partakes, so fai as the India, China, and 
Australian services are concerned, of the bounties-on- 
shipping system now in full operation in France The 
sum paid, that is, beais no adequate pioportion to the 
services rendered, and it ought to he possible for the 
iiatiou to save two or three bundled thousand per 
annum at least under this head alone 

This biief review will perhaps enable the leadei to 
undei stand how the money comes and where it goes, 
but m order to show exactly how wo stand to day in 
the matter of imperial taxation as compared- with a 
generation ago, I append here a valuable table extracted 
fiom the finance and revenue accounts for 1880-81 — 


INCOME 

1880 81 

(1867 S 

Customs 

iei8,i'eo,ooo 

£23,110,000 

Excise 

26,300,000 

17,880,000 

Stamps (less Eee Stamps, etc ) 

11,080,000 

7,280,000 

Land Tax and Housb Duty , 

2,710,000 

3,160,000 

Propeity and Income Tax 

10,060,000 

11,680,000 


£68,960,000 

£62,960,000 

Excess of Expenditure over 
Income m 1857-8 


240,000 


£68,950,000 

£63,190,000 



ACCOUNTS OF 1868 AND 1881 


EXPENDITUHE 

1880 81 

1857 8 

Army and Navy 

£25,280,000 

£21,450,00 

National Debt 

Civil .Services, viz — 

28.170.000 

28,560,00 


Imperial, including Civil Con- 
solidated Fund Charges 

6,900,000 

6,920,00 


Pubhu Eduiation 

3,700,000 

820,00 


Grants m aid of Local Taxation 

4,910,000 

1,430,00 

Afghan War (Grant to India) 

Pei Sian Expedition 

600,000 

900,00 

China Wai Expenses 

Compensation for Abolition of the 


690,00 

Sound Dues 

Revenue Departments, viz — 


1,120,00 

1 

' Customs and Inland Revenue 

2,786,000 

2,640,01 


1 

71,256,000 

63,430,0' 


Post Office, Telegraph Service, 


and Packet Service — Nxccss 
. of Jteceipts over Erjoenditw e 

3,235,000 

nn,o 



£08,020,000 

£63,190,0 


Excess of Income over Ex 



penditure m 1880 81 

930,000 




£68,950,000 

£63,190,0' 






This account gives, on the income side, the prod 
of taxes only , excluding all receipts ivhich the Treas 
consider not to he in the nature of taxation. On 
expenditure side it deducts from the gross cost of 
service the receipts which the Treasury consider to 
long to that head of service, the net remainder 
being paid out of taxes Thus the account shows 
Cost of Goveinment defmyed out of Taaxs 

The year 1857-8 is taken as the basis of compan 
because it was the first year of peace expenditure 
the Crimean War 
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A discrepancy will be noticed between tbe debt 
charges given in this table and that given on page 132 
It probably arises almost wholly from the fact that the 
interest of the capital expended on the telegraph system 
IS not chargeable on taxation, but on the luoome of that 
depaitment 
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CHAPTER YIT 

LOCAL TAXATION AND DEBT — CONCLUDING OBSERVA- 
TIONS ON THE TAXATION OF THIS AND OTHER 
COUNTRIES 

No account of the finances of the United Kingdom 
ivould be complete without some refeience to local taxa- 
tion and the local debt bnidens These fom as much 
a charge upon the nation as the iinpenal expenditure 
and olilfgations, and every jeai, owing to the way that 
national and local finances are now interwoven, they 
become more intimately bound up with the national 
well-being Unfortunately, the information regarding 
the local taxation of the United Kmgdom is still in- 
complete, especially as regards Scotland so incom- 
plete that we have for portions of it only estimates, 
and these of no later date than the year 1873-74 So 
far as England alone is concerned, we are, however, 
now considerably better off The Local Government 
Board pubhshes every year a report containing full 
details of the local burdens of England, and provides, 
likewise, a fair amount of data whereby to estimate the 
growth of these burdens and the incidence of local 
taxes , but even in respect of England the statistics of 
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local debts aie by no means so full and clear as they 
ought to he 

It 3S not the puipose of this essay to cany the readei 
into the heart of the vexed questions suiioundiug local 
taxation A task of that kind would involve a book in 
itself and still leave many questions unsettled. The 
complications that arise tluough the variety of our local 
authorities, and from the peculiarly intricate positions 
of our land tenures and customs, must make the one 
question of the incidence of local taxes alone piaotically 
insoluble, especially in the urban divisions of the Inng- 
dom But there aie oeitain bioad facts which deserve 
attention, and about which there can be no manner of 
question Amongst these theie are two that come 
faiily within the scope of the piesent histoiy One is 
the growth and piesent amount of the local taxation of 
the loiigdom, and the otliei the state of the local debt 
Historically, we have no very complete data to gd upon 
so far as any pait of the kingdom is concerned, and 
almost none at all as regards Scotland Mr Goschen’s 
report on local taxation la mcompaiably the best giude 
on the subject that there is , but his figures are peiforoe 
partly estimates, and they date quite thirteen yeais ago 
But they are estimates based upon the best probabihties, 
and may be accepted as about the most accurate that can 
possibly be obtamed. Ho placed the total local 
expenditure of the Umtcd Kingdom at upwaids of 
£36,000,000 in 1868, and made it up as follows — 

Local expenditure in Scotland (partly estimated) £3,000,000 

„ „ inlieland 3,060,000 

,, „ m England 30,240,000 

£36,290,000 


Total 
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Of tile Engbsi portion of tins expenditure, 
£16,200,000, or 63^ per cent of the whole, was raised 
by local lates , £4-, 350,000 oi 14^ per cent by tolls, 
dues, fees, etc , £6,600,000 was raised by loans , and 
the Government gave £1,225,000 from impenal taxes 
The increase m the rates alone he estimated at about 
£8,000,000 since 1840, of which about £5,300,000 wis 
new lates Most of the increase had fallen upon the 
towns, as was natural, seemg their population had in- 
creased at the expense of the lural distnets 

Many new kinds of property — railways, mines, iron- 
works, factories, etc — ^have sprang into existence, and, 
added to the increase or different allocations of the 
population, make it difficult to say whether this luciease 
in the rates meant a real augmentation of the burden of 
any one class or not Taken aU over, the lates had 
not nsgn in the same ratio as the value of property 
compared with those of 1816, but compared with 1840 
the increase in the rates had much exceeded that of 
the ratable value of property in England and Walea 
Briefly, the increase in the value of property between 
1841 and 1868 was 61 per cent, and the increase in 
the total rates 105J per cent. These figures prove that 
since 1841 the modem spirit of improvement has been 
abroad in the land, and it is a spuit which withm the 
past ten or twelve years has added much more to the 
weight of local taxation than people are usually aware 
Confining the attention for the present to England and 
Wales alone, we find that the total local expenditure for 
the year 1879-80 was £60,253,000, and even that total 
was £1,923,000 below the total of the preceding year 
Excluding money raised by loan m both cases, as well 



166 THE NATIOHAL BUDGET [ohap 

• 

as the Government subventions, the local taxation of 
1879-80 was £31,043,000, an increase of £7,628,000, or 
over 32 per cent on that of 1868 The true test, how- 
ever, of the increased incidence of local taxes, is in the 
rates alone These were £1 6,200,000 in 1868, accord- 
ing to Mr Goschen’s tables, and in 1879 80 they weie 
£26,927,000, oi £9,727,000 more This represents an 
increase of 60 per cent, and m the same peiiod the value 
of ratable property, as measured by the returns of 
schedule “A,” for income-tax has risen only by about 
47 per cent By this comparison it appears that the 
rates have continued to rise in amount consideiably 
more than the augmentation in the value of property, 
takmg England as a whole, and judging by the standard 
adopted in Mr Goschen’s report Were we to take the 
poor-rate valuation alone, the difference would he moie 
Unfavourable still That is to say, the lates would 
then appear to have risen 60 per cent, as compared with 
an mciease of little more than half that in the ratable 
value of property But it must be remembered also 
that the valuation of property is much more stringently 
made now than it was twelve years ago, especially in 
towns, and there is reason to believe that the piactice 
of fiequent revaluations has had the effect of mcreasmg 
totals much more rapidly than was formerly the case 
Sometunes it is to be feared that these increases are arbi- 
trary and unjust to an extent which makes the increase in 
the rates very burdensome indeed The situation is thus 
probably worse in reality than it looks, and it points a 
moral which the people would do well not to disregard 
The lecord of the debts alone contracted by local bodies 
proves that there are causes at work in augmenting 
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local buidens wliicli require to be kept m check with a 
tolerably stiong hand One of the recently-created 
moentivea to borrowing, and that perhaps the most 
potent, IS the Education Act of 1870 This has fairly 
enough added considerably to the local burdens of those 
places, chiefly towns, where it has come into full opera- 
tion The School Boaid rate in 1879-80 was close 
upon £2,000,000, and including loans the total local 
expenditure of England for the education of the masses 
in that year was over £4,000,000 The poor-rate has 
decreased in recent j ears, but there has been a very laige 
increase in the rates levied for samtary purposes, the 
total under that head bemg £9,000,000 m the year 
named Much of this is doubtless highly laudable, but 
as the modern enthusiasm for samtation and for the 
sesthetic development of the population leads to a great 
creation of debt, much is also dangerous 

To ^t into debt, in short, is the gieat aim and ambi- 
tion of almost eveiy local authority m the country in the 
present day, and the Government has considerately pro- 
vided facihties for gratifymg this craving to an extent 
that excites serious fears for the duture when the statis- 
tics are examined Since 1871 the Local Government 
Board has permitted local urban and rural authorities to 
raise loans fiom the Public Woiks Loan Comnussioners 
— a body designed to act as uitermediaiis between these 
authoiities and the ultimate lenders, for the benevolent 
purpose of enabling the borrowers to laise money at 
lower rates than would have been possible had they 
staked their own credit alone — to the amount ot 
£21,757,000 to be spent on improvements, and this 
generic name includes many thmgs, from drams to 
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labourers’ dwellings, sucli as widening and paving public 
streets, building public baths, bridges, markets, hos- 
pitals, pioviding pleasui 6 -grounds, and so on In the 
majority of instances it would piohably he veiy much 
better that the Central Government should have nothing 
whatever to do with any such expenditure Apart 'fiom 
old habit (the custom dates fiom the end of last century), 
its justification of course is that there are often no properly 
constituted local authorities able to regulate these speiid- 
mgs, and that the supervision of the supieme Govern- 
ment IS better than none That is just the doubtful 
point , but at all events under this rdgime in consider- 
able measuie the local debts of England have inoi eased 
from £80,000,000 in 1873 to £137,097,000 in 1880 
This IS an mciease of £57,000,000 oi over 71 pei cent 
in seven years, a tnily alarming rate, whatever allowance 
be made foi the pleasure of the Education Act, the 
Labouiers’ Dwellings Act, and other stimulants*!^ local 
development, and one that to a great extent explains the 
prodigious augmentation of local rates , foi the boriowmg 
proceeds biiskly on all sides independently of the Govern- 
ment The gieat towns such as Biimingham and Man- 
chester have raised money foi gas and water wotks, and 
to tins theie can be no objection so long as these works 
become no land of burden on ratepayers, or even so 
long as the ratepayers permit the money to he raised 
The metropolis spends immense sums on questionable 
and nnqucstionahle improvements, for the Labourers’ 
Dwellings Act has, in London also, given a new stimulus 
to the passion for improvement by debt, and this perhaps 
may he justified, although London has no responsible 
local government But there are multitudes of bodies 
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over the country no more responsible than the 
London vestries, and far less capable, in many instances, 
of judging wisely whether money should be borrowed 
and spent or not, and it is just to such bodies that the 
Central Government, by the piesent system, lends its 
credit vith most danger One gieat ciiise of much of 
this debt, as an able write! in the Edinhmgh Mfvieiu 
lately pointed out,^ is that it throws on to the next 
generation a gieat part of the cost of improiements 
carried out for the benefit of the present Many of the 
debts are made repayable over long terms of years, 
especially those created by private legislation, and not 
thiough the medium of the Public Works Loan Com- 
missioners, and thus not only overload the rates just 
now, but handicap future generations with obligations 
that may check their progress and vork great mischief 
The evil of debts like these, m short, is that their worst 
effect^ <do not immediately develop 'When they do, in 
all Idcelihood the Impeiial Government will iiav e to take 
upon itself some of the hiirdeus now so lightlj assumed 
hy local bodies often of the most irresponsible kind 
Somethmg m this way has nlreadj been done by the 
Government The total ad\ ance made by the Public 
Works Loan Commissioners up to 31st Maich 1881 in 
Gieat Britain and Ireland alone — they also have made 
advances to the Crown colonies — was £74,622,000, and 
of this no less than £9,643,000 has been written off as 
lost Ireland is responsible for £7,715,000 of this Ids'?, 
and theie perhaps loss was to he expected, for much of 
the money lent wms merely so much charity, but loss has 
occurred, and may be exjieeted to occur again, on loans 
1 JEdmburgh Iteuew for April 1S81 
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made for local purposes in Great Biitam There is neaily 
half a milhon of money in arrear now on current loan 
transactions exclusive of Ireland, which is at present 
only £290,000 behindhand 

I must not, however, pursue this subject farther It 
IS more immediately to the purpose to show the present 
total taxation and debt of the United Kmgdom, imperial 
and local As regards taxation this, as has been said, can 
only he done approximately, for there are no complete 
returns for either Scotland or Ireland The Scotch 
Board of Supervision publishes a very useful report 
upon the poor-rates and public health expenditure of 
that part of the kmgdom , and the Irish Local Govern- 
ment Board issues returns good as far as they go , hut 
neither are complete In the following table I have 
therefore had to fallback upon the estimates for 1873-74 
quoted in each year’s “statistical abstract” so far as 
these two divisions of the kmgdom are concerned'' 

Total Iinpenal revenue from taxation (1880 81) ie68, 960,000 


Local income of England and "Wales fiom latoa 

alone (1879-80) 25,927,000 

Local mcome of England and "Wales from tolls, 

dues, and rents (1879 80) 4,678,000 

Local income of England and Wales from duties 

(1870 SO) 438,000 

Scotland (direct and indirect local taxes estimate 

of 1873 74) 2,373,0001 

Ireland (direct and indirect local taxes estimate 

of 1873 4) 2,996,0001 

Total imperial and local taxation of 


United Kingdom £106,362,000 


1 In both these cases the gross local mcome must be a good deal 
more Mr Goschen made it more in 1868, and it cannot have 
fallen off smee There is, however, nothmg to estimate it by 
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Against this has to be placed a net expenditure 
IV Inch I estimate as follows — 


Imperial expemliture from taxation, excluding 
working c\peii',c3 of tctimm ratiro pulilio 
dLiuitiiiLiif), ISSO 81 

Local ispcTiditurL of Fiigland and IVaks, exdii 
sno of sut'idii,3froin inijurial taxes and of 
the cdiu ition giant, but inclusive of loans 

(isrs SO) 

Local cxpLuditnu, of Scotland (istimatod on the 
basis of rcveniio above given, with tlic addi- 
tion of lo iuv granted in ISSO 81, but exUnstv e 
of education grant) 

Local cxpendituic of Ireland, estimated on tlio 
same basis as that ot Scotland 


£68,020,000 


48,136,000 


3,200,000 

5,000,000 


Total 


This xvould make an excels expenditure of ovei 
£18,^34,000, and that IS piolwhly near the niaik, but as 
the jeais for tlie impeiial and local expendituie are not 
the smie — I having taken the latest figures available in 
both cases — and as the loc il expenditure of Scotland 
and Ireland is estimated, these figures can only he 
accepted as a rough approximation towards the tiaith 
about prov incial lav isliiicss A niodifj ing consideration, 
hovvevei, has to be taken account of in the case of 
Ireland, the total expendituie for 1880-81 having been 
fawollen b}" contiibutions granted for the relief of distress 
to the amount, including +405,000 supplied in that 
year to piovide seed for the poor agricultunsts, of 
£420,000 Debt conversion and the puichase of public 
vv orks have also to he allowed foi, and might perhaps 
bo held to reduce the deficit by the odd £994,000 
M 
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But, making every allowance, this is a most formidable 
budget, showing a most ominous deficit Every yeai the 
local debt of the nation grows, and the reduction of 
imiienal burdens, when it does occur, is far more than 
compensated for by the increase in the local 

I omitted the imperial contributions to local rates so 
that the totals might not bo counted twice ovei , but it 
will be well to state now how the account stands in this 
direction In the report of the Local Government 
Board for 1880-81, the contributions from impeiial 
revenue to local expenditure are tabulated as follows 
for the three years then ended — 



isrsvc 

xsreso 

1880 81 

Metropolitan Fire Brigade 

ieio,ooo 

£10,000 

£10,000 

Rates on Goveinment Pro | 

166,843 

168,783 

161,768 

Pool Law and Sanitary ) 

273,023 

271,389 

2'^8,668 

Pauper Lunatics 

380,000 

896,000 

412,000 

Eegistmrs of Birtlis and ) 
Deaths ( 

10.000 

9,700 

10,000 

Ciiniinal Piosecutions 

170,670 

180,668 

180,647 

Police, Metiopolitan 

442.660 

452,800 

461,706 

,, County and Borough 
Prisons, Refoimatoiies, and ) 
Iildustiial Schools \ 

746,000 

762,000 

764,000 

673,834 

610,600 

614,635 

School Boaids 

700 

1,025 

1,000 

Berwick Budge (foi repairs) 

90 

90 

91 

Total 

£2,872,810 

£2,868,966 

£2,901,314 


This IS for England and AVales alone, exclusive of 
the education giants, the Insh and Scotch University 
giants, and items of that land, aU of which may not be 
considered purely local The education grants alone 
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foi the United Kingdom in 1880-81 were as follows — 
England, £2,536,000, Scotland, £464,000, Ireland, 
£722,000 — m all £3,720,000 Bat even this does not 
comprise everytlung paid for out of local taxes The 
Irish constabulary costs no less than £1,300,000 a year, 
and between three and four hundred thousand more is 
paid to Ireland for other purposes, moie or less purely 
local, while the Scotch grants of every kind do not 
reach £300,000, exclusive of the education grant 
Altogether we may put the grants in aid out of the 
imperial revenues for local or provincial purposes at not 
less than £8,600,000, of which England absorbs about 
£6,600,000, Ireland fully £1,600,000, and Scotland 
less than £700,000 In proportion to the population 
the relief to Ireland is thus, m one sense, greater than 
to any other pait of the kmgdom , but the lush probably 
consider that that portion of the contribution which 
pays then police is not expenditure which benefits 
the nation. In other respects theie is a good deal to be 
said agamst much of this diversion of imperial taxes 
into local pockets, but they may all be summed up in the 
one complaint, that they imply a lamentable absence of 
properly oigamsed local government The more govern- 
ment IS centralised, the greater is the tendency of local 
expenditure, debt, every local burden in short, to fall 
upon the shoulders of the taxpayers at large 

A word must be said as a conclusion to tins subject 
on the total debt of the Inngdom, imperial and local 
The same difficulty meets us m dealing with tins that 
besets questions of taxation "We have no complete 
retuiiis outside England The local debt of this part of 
the kmgdom alone was put down at £137,000,000 odd 
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in 1880, but to this have to be added the local debts of 
Scotland and Iieland, of wbicli there are absolutely no 
accurate statistics available Scotland, liowevei, has 
boHowed up to the end of last financial year £2,300,000 
for school boaid puiposes, and has other loans to the 
amount of about a million moie outstanding in 
account with the Public Woiks Loan Commissioneis, 
while Ireland has about £5,000,000 outstanding, ex- 
clusive of the debt remitted Both countries have 
likewise considerable uiban debts contracted independ- 
ently, and which we shall not be exaggerating if we 
place at a total of £3,000,000 more Since 1879-80, 
moreover, the debt of England to the Public Woiks 
Loan Commissioneis has been increased by neaily 
£2,000,000, and if these vanous sums are added to the 
total above given, we get a total local debt foi the 
Umted Kingdom of fully £150,000,000 at the end of 
last financial year, which is piobably under the*«nark, 
as I have not taken into account the boiiowings effected 
through private Acts of Parhament To this must be 
added the imperial debt, which was estimated at 
£768,704,000 in last “statistical abstract” It will not 
do, however, to add these two totals together, and call 
the result the total debt of the nation, for, in the first 
place, the “statistical abstiact” appears to over estimate 
the capital value of the teiminable annuities by some 
mdlions Poi present purposes it wdl be near enough 
to calculate the value of these annuities at not moie than 
£33,000,000, and m addition to the £5,000,000 odd in 
this way struck off, it is necessary to deduct the amount 
of the loans raised hy local bodies through the Pubho 
Works Loan OfBce and the Treasury, which aie moluded 
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lu the total of the local debt, else pait of the debt 
would be reckoned twice This is about £32,000,000, 
and these two sums taken off reduce the capital of the 
national debt proper to about £732,000,000 Adding 
tins to the total local debt, we arnye at £872,000,000 as 
the amount of the entire nnpeiial and local indebtedness 
of the TJmted Kingdom The country owes, theiefore, 
positively about as much to-day, all told, as it did at the 
close of the revolutionary wars , but the burden of the 
debt IS by no means the same, for the pojiulation has 
increased nearly thieefold, and the wealth at least four- 
fold since then But the weight is great enough, and 
in oeitain parts of the kingdom it grows at a rate that is 
calculated to do great misclnef 

Contrasted, however, with some of our neighbours, we 
have great reason to congratulate ourselves on the modera- 
tion alike of our taxation and our debt The spectacle 
of France especially is calculated to soothe any feelings 
of disquiet winch the contemplation of om economic posi- 
tion might cause The imperial budget alone of France 
now almost equals the entire local and imperial taxation 
of the United Kmgdom, and her actual income from im- 
posts, direct andmdirect,mustnowbe about £30,000,000 
a year more than our own, as the yield of her posts and 
telegraphs is much less than ours What her local 
budget IS cannot be accurately stated, as recent figures 
are not available We know, however, horn the admir- 
able report of Mr Jermngham, quoted m Mr Goschen’s 
report on local taxation, that as near as could then be 
ascertained, the local taxation of France increased by 
96 36 per cent between 1837 and 1867, oi fiom 
£12,903,000 to £26,207,000 Hei imperial taxation 
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increased in the same period 78 per cent, so that the 
rise in local burdens was not caused by a transfer to 
them ot burdens m foimer times treated as imperial 
Smoe 1867 theie has been another increase of nearly, 
if not quite, 100 per cent in the imperial taxation of 
France, and if the progress of the local has been but 
on the same scale as m the earher period, the total 
burdens of Fiance, imperial and local, would now be 
some £60,000,000 pei annum more than our own It 
IS not likely so much, because of late years there has 
been an increasing tendency to centralise, and the im- 
perial Government is even now spending large sums 
— £16,000,000 to £20,000,000 — eveiy year in the 
execution of provmcial woiks, mmor railways, loads, 
harbours, canals, etc , the chaiges for which are laid 
upon the imperial revenue For this and other reasons 
the imperial budget of Fiance now represents much 
more of purely local expenditure than oui owh, but 
for all that the local buidens are heavy, and esti- 
mated by the augmented local debt alone, must have 
increased It is probably an underestimate to place 
the mcrease at 10 per cent on the figuies for 1867, 
for the uiban and communal octrois have mcreased 
much of late years, and amounted in 1876 to about 
£10,000,000 , but, takmg it at that, we get a total 
expenditure for France, impeiial and local, of more 
than £140,000,000, or £35,000,000 more than our 
own This would represent an increase of 64 7 per 
cent smce 1867, as compared with an increase of less 
than 20 per cent m the total expenditure of the United 
Kmgdom in the same period The contiast is made 
aU the greater by the fact that while the population of 
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Fiance Fas been almost stationary, ours bas, 'witbin tbe 
past bftoon years, increased by nearly 13 per cent 
Equally comforting to us is the comparison of tbe 
debts of tbe two countries There are no complete 
statistics of the local debts of France, any more than of 
our own, but including tbe communal and other loans 
raised by the medium of tbe Credit Foncier, they cannot 
be less than Jbl50,000,000, for the debt of tbe city 
of Pans alone is nearly £80,000,000, costing about 
£4,000,000 per annum for mteiest and amortization, 
whde tbe imperial debt of France, funded and floating, 
appears to be now just about £1,000,000,000 This 
would give a total of over £170,000,000 more than our 
debt of all kinds, and it is probably an under estimate 
Upwards of £40,000,000 a year of tbe French imperial 
revenue is absorbed by tbe debt charges alone, includmg 
sinkmg funds, or teiminable anumty charges, but a part 
of tlft'dobt is represented by pubbc works 

Of no other important European State except Fiance 
have we any means of estimating tbe lelative positions 
of tbe local and imperial budgets Tbe finances of 
Germany and Austria are complicated by tbe sub- 
division of these empues into so many minor states 
or provinces , Italy is to some extent in the same 
position, owing to tbe undigested state of her local 
obbgations, and tbe way that tbe affairs of tbe old states 
composing tbe new kingdom still intertwine with tbe 
national finances, and were this subject to be pursued 
farther, tbe only countries about which a certain amount 
of definite information might be available are Belgium 
and Holland. Eegardmg Belgium, indeed, a most valu- 
able report bas just been made by Sir H Barron, but it 
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does not afford mucli material foi comparison mtli our 
own position We may note, lioweyei, that the com- 
munes of Belgium own a good deal of land, — in some 
instances so much that they are able to dispense with 
ta^es altogether Octrois, oi local customs, were abol- 
ished m Belgium m 1860, and as compensation certain 
paits of the imperial taxes were assigned to the com- 
munes The quota ranges horn 35 to 75 per cent, so 
that the taxation of Belgium is on an entuely different 
footmg from ours 

The latest authentic estimates regaiding most Euro- 
pean countries are those given by Mr Goschen from 
the data furmshed to him hy British representatives 
abioad, and the simplest way to set before the reader 
the roughly ascertained facts regarding them is to give 
the following table extracted fiom his valuable leport 
In doing so, regret may be expressed that foieign 
Governments do not periodically compile full ftfturns 
upon this important subject No taxation can be wisely 
adjusted which is not based to some extent on a laiow- 
ledge of the mcidence and amount of the taxes im- 
posed The dates of the figures m the following return 
do not profess to correspond, but none are latei than 
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It should he stated that most of these totals are 
guesses so far as local taxes are coucernecl, and some 
of them are obviously incomplete, even where all the 
details are professedly given The chief value of the 
table, mdeed, is the estimate given in it of the pro- 
portion of taxation borne by real estate in various 
countues, and I have put it here mainly to give 
readers the means of seeing how, on the best estimates 
obtainable, we stand in that lespect compared with 
othei nations Apparently we stand very favourably, 
— if, that is to say, it be good for real estate to hear a 
large share of the weight of Government expenditure, — 
but it must not he forgotten that “real pioperty ” in 
the above table includes house property Were “ land " 
— the real estate hmdens of England — alone dealt with, 
our position would be very different This hind of esti- 
mate, m short, is neaily valueless m enabling us to say 
what pait of our taxation, or that of any other ccJhntry 
for that matter, falls upon the owneis of land as dis- 
tinct from othei classes of the people With us it is 
certainly very much less than the percentage given in 
Mr Goschen’s return In most other respects, how- 
ever, we aie m a favourable position 

And when one looks back at the events of our past 
financial histoiy, marks the lavishness of our rulers, 
the waste of wars, the feebleness of the checks that 
apply over most of the field occupied by the piesumedly 
necessary items in the outlay, one is disposed to be 
thankful that the country stands so well We have not 
paid ofi" debt at the rate of the United States — ^mgh 
±300,000,000 m sixteen years — but neither are oui 
people mnlcted of heavy taxes on industry Jike theirs 
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Much still remains to he done, and dangei may arise if 
it bo not done , but still our huge national debt has had 
one good result all along In the eaxher tunes it was 
probably a stimulus to thrift and a spm to exertion , 
latterly it has formed a handy and safe mode of m- 
vesting tlio savmgs of the people, which might have 
with difficulty found elsewhere so good a restmg-plaee 
Tins IS no excuse for the non-payment of that debt, or 
at least less of an excuse now than it has been, for 
channels of good investment multiply every year, and if 
impending changes open up the land to the capital of the 
nation, a far better investment will be fomid m it than 
ill any G-overnment stock After all, the debt is a 
mortgage on the labour of the people, and no mortgage 
can ever in the long run be other than a dangei To 
the people at laige the national debt is a gieat injustice 
In a sense we may say every cluld born within the 
kingRbm begins the woild £26 behindhand Impeiial 
and local debts together imply a charge of nearly I7s 
pel head, which has to be boiue as a lifelong load Its 
weight letards fiscal reforms, and conduces to the poverty 
of the masses Good as, by contrast ivith some of oui 
European neighbours, om position in this respect may 
be, it will well bear mending One may theiefoie hope 
that in the future an educated electorate will insist on 
paying off the debt, and wiU follow with more closeness, 
and with a better grasp of the pimciples of sound 
finance, the national and local budgets of the ITmted 
Kingdom 
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SUPPLEMENTARY NOTE 

ON THE COST OP WARS FROM 1688 TO THE PRESENT DAY 

The figures m the following table down to 1869 are 
eztraoted from tlie tables given in Appendix 13 of 
the important return relating to public income and 
expenditure pubbshed m 1869, and so often quoted in 
these pages The totals are computed on the method 
adopted by Sir John Smclaor and also used by me m 
the isolated computations of the precedmg ohsJJiteis 
No account is, of course, taken of the increased debt 
charges involved in each struggle, and this is fan 
enough where the object is to exhibit — not the total 
bill dens thrown upon a people by strifes, but the cash 
outlay mvolved ni cairymg them on In deahng with 
the figures subsequent to 1869, which I have placed in 
one sum at the end of the table, I have mcluded the 
Alabama award, the votes of credit on account of the 
wars m Europe in 1871 and 1878, the Ashantee War, 
the South African War, and the whole of the £5,000,000 
gi anted to India m aid of the cost of the war m 
Afghanistan These figures are easily ascei tamed, and 
may be taken to represent fairly all the extra expenses 
we have been put to on account of wars and jmmours of 
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wars in recent years, with the exception, perhaps, of 
about £3,000,000 extia spent on our army and navy 
in 18^9 ovei and above the normal amounts, and a 
small additional charge for the war m Abyssmia Takmg 
the excesses of this nature unenumerated at £3,000,000, 
I get the sum given at the foot of the official return, 
which ends at 1868, as the total cost to England of aU 
stiifes in which she or her neighbouis have been in- 
volved between 1869 and 1881, 

COST OF EACH WAR FROM 1688 1881 
Gbbat Beitain 

1688 1697 —'Waim Ireland and against 
Fiance, etc — 

Total Naval ond Military Expendi 
tiue m tbe nme yeais £36,876,203 

Aiieara outstanding 6,684,112 


Aveiage Naval and Militniy Peace 
Expenditme, 1686 1687 = 

£1,101,839 pei aiiniun 
Foi nine yeai'S 

Total Cost of Wai, 1688 1697 

Of tins amount the cost to the 
Biitish Exchequer of the Reduo 
tion of Iieland was officially 
repoited to King 'Wilham's 
Pailiament as amounting to 
£3,851,656 

1702 1713 —War of Spanish Succos 

Total Naval and Military Expendi 
ture in twelve yeais 

Canyfonvaid £84,817,664 £32,643.764 


£42,660,316 


9,916,661 

£82,643,764 


£64,817,654 
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Biought foiwaid £64,817,054 £32,043,704 

Arrears ontatonding 1,461,638 

£06,270,292 

Average Naval and Mditary Peace 
Expenditure, 1898 1700 = 

£1,299,628 per annum 

Eoi twelve yeais 16,694,336 

Total Cost of Wai, 1702 1713 60, 684, 966 

1718 1721 — Wai with Spam — 

Total Naval and Military Expendi- 
tuie m foiii years £9,228,808 

Arrears ontatanding , 2,176,618 


Average Naval and Military Peace 
Expenditure, 1715 1717 = 

£1,713,000 pel annum 
For foiii years 

Total Cost of "Wai, 1718 1721 
1789 1748 —War with Spam (Eight of 
Seaich) and of Anstnnn Snccos- 

Total Naval and Military Expendi 
tuie m ten years 
Arreais outstanding 

£82,077,642 

Average Naval and Military Peace 
Eatahlishment, 1786 1738 = 

£1,842,245 per annum 

For ten years 18,422,460 

Total Dost of War, 1739 1748 43,666,192 

1766 1763 —Seven Tears’ War (war 
expenditure contmued to 1766) — 

Total Naval and Military Expendi 
ture in eleven years £104,611,874 

Average Naval and Military Peace 


£11,899,324 

6,852,000 

4,647,324 


£66,876,668 

6,201,974 


Carry foiward 


£104,611,374 £131,631,236 . 
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Biouglit foiward £104,611,374 £181,681,286 

Establishment, 1768 1756 = 

£1,998,876 pei ammm 

For eleven years 21,987,638 

Total Cost of War, 1766 1763 82,623,738 

1776 1785 — Amenoan Wai (war ex- 
penditure continued to 1786) — 

Total Naval and Military Expendi 
tine m eleven yeaia £139,521,035 

Aveiage Naval and Military Peace 
Eatablishment, 1773-1776 = 

£3,811,049 per annum 

For eleven yeais 41,921,639 

TotalCoatofAmerican War, 1776 85 97,699,496 

Geeat Beitain abd Ieelabd 
1793 1816 — ^War mth Fiance (war ex- 
penditure continued to 1817) — 

Total Naval and Military Expendi- 
tuie in twenty five years £989, 636,449 

Average Naval and Alihtary Peace 
Establishment, 1790 - 1792 = 
rf«,259,000 per annum 

Fol twenty five years 158,190,000 

Total Cost of War with Fiance, 

1798 1816 881,446,449 

1838 1843 — Insuiiection in Canada, 

Total Yotes of Ciedit, 2,096,046 

1840 1843 — First China War 2,201,028 

1848 1863 —Kaffir Wai 2,060,000 

1864 6, 1866 6 — Russian War (expen 
dituie contmued to 1866 7) — 

Total Naval and Military Expendi- 
ture in three years £116,053,161 

Average Naval and Mihtary Peace 
Establishment, 1861 1863 = 

£16,681,819 pel annum 

Foi three years 46,776,467 

Total Cost of Russian War, 1854 6, 

1856 6 69,277,694 


Carry forward 


£1,218,666,687 
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BrougM foiwaid 

1866 7i 1860 1 — Second Oluna "War, 
Total Yotes of Ciedit 
1866 7 — Peisian Expenditme 
1864 6 —New Zealand Wai 
1866 7,1867 8 —Abyssinian Expedition 
Non official estunate of tbo coat of all 
subsequent wars and piecautionnry 
expendituio on account of wais, as 
explauied, down to 1881 

Grand Total (in round tbonsanda) 


£1,218, 666, 6<f7 

6,610,693 

900,000 

764,829 

8,600,000 


Tbs total may safely be accepted as the mimmum 
outlay of this kind, even on the nanowest basis of com- 
putation Foi the French revolutionary wars the extra 
oxpenditme of 1817 is included above, and hence the 
total exceeds that given in the text , but m othei cases, 
especially m that of the American War of Independ- 
ence, the official estimates are less than I, following Sir 
John Sinclair, have given Take the above totals how- 
ever, as representmg the facts, and it surely tells a sad 
story For nigh two centuries we have been fighting 
aU the woild over, and the bills of these wars come to 
an amount that, could wo conceive it hoarded and 
invested at 3 pei cent for the pubhc good, would pro- 
vide an annuity of some five guineas a year for eveiy 
family of five persons m the Umted Kingdom In one 
sense that is an absuid way of stating the case, but it 
may suffice to bring home to the reader the prodigious 
meanmg of the figuies Instead of wealth for the 
masses of the people, these figures mean paveity, and 
have meant it for many generations 
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HIS RIGHTS AND RESPONSIBILITIES. 

This senes is intended to meet the demand for acces- 
sible infonnation on the ordmary conditions and the 
current terms of our political hie Ignorance of these 
not only takas from the study of history the interest 
which comes from a contact with practical pohtics, 
but, still worse, it unfits men for their place as mteUi- 
gent citizens With women this ignorance &eq.uently 
remainj throughout life, and eTen with mtelhgent 
men its place is taken only by a knowledge gained m 
a haphazard way The affairs of husmess, contact 
with other men, the readmg of newspapers, the hearmg 
of pohtical speeches, may give a partial acquaintance 
with such matters, or at least stimulate curiosity as 
to special pomts But such partial acquaintance with 
the most important facts of Me is not satisfactoiy, 
although it is all that the majority of men find withm 
their react 

Theie is a large and important class who possess 
^political privileges, and who, m the exercise of these 
privileges, mcur arduous labour, devise mtrieate asso- 
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